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WHY THE PREFERENCE FOR ROYAL IS BETTER THAN 2 10 1! 


Surveys show that girls who type prefer Royals 
2¥, to | over any other make of standard office 
typewriter. 

Even more—the preference for Royal equals the 
preference for the next three most popular standard 
office typewriters combined! 

Why this overwhelming preference for one 
typewriter? 

Because Royals have time-saving, work-saving 


ROYAL 


World’s No. 1 Typewriter 


Made by the world’s largest manufacturer of typewriters 


“| want a new typewriter!” 


features not found on any other make. Because 
Royals are more durable—sturdier. 


They spend more time on the job, take less 
time out for repairs. 


So give the girls in your office the typewriter 
they prefer using. They'll do more work, better 
work. With Royal, you'll get the maximum 
return for your typewriter 
investment! 








JUST LISTEN TO THE 
GIRLS IN YOUR OFFICE! 
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Put Ditto to work in your business. See how it saves copy 
work and manpower—effects savings in time and money 
that yield increased profits. For Ditto copies anything— 
written, printed, typed or drawn at the lowest possible cost. 
You will save whether you adapt it to fit your payroll, pro- 
duction, purchasing, or order-billing system—or profit by 
using it for such needs as listed below. If you’re doing any 
of these jobs by hand, learn how Ditto can do the same 
work faster and without error—save you hundreds of dol- 
Jars in profits. Mail the coupon for facts, samples, and case 
histories on firms in every phase of business who attest to 
sensational savings with Ditto. 

















TRADE MARK REG. U. S. PAT. OFF. 


2245 W. Harrison St., Chicago 12, Il. 


In Canada: Ditto of Canada, Ltd., Toronto, Ont. 


CHECK THESE PROFIT-MAKING APPLICATIONS. MAIL THE COUPON 


GENERAL 
MANAGEMENT 

0 Policy and Procedure 
Manuals 

0 Organization Charts 
and Changes 

0 Minutes of Directors 
Meetings 

OD Reports to Stock- 
holders 

OJ Conference Reports 

0 Bulletins 


O Minutes of Manage- 
ment Committee Meet- 


ngs 
FINANCE 

AND ACCOUNTING 

0 Balance Sheets 

Oj Operating Reports 

0 Earnings Statements 

0 Expense Statements 

0) Audit Reports 

0 Budgets 

0) Appropriations 

O Financial Reports 


O Blank Report and Rec- 


ord Forms 
O Payroll System 
0) Cost Analysis Records 


O Profit and Loss State- 


ments 
SALES AND 
SALES PROMOTION 
INCLUDING 
ADVERTISING 
O Price Lists 
O Price Changes 
0 Sales Manuals 
0) Contest Bulletins 
O Sales Bulletins and 
Instructions 


0 Sales Letters 

0 Quotations and Bids 

0 Market Analysis 

O) Quotas and Perform- 
ance Recoras 

0) Prospect Records 

0) Mailing Lists 

0 House Organs 

0 Schedules 

O Advertising Layouts 

0 Sales Reports 

0) Blank Report and 
Record Forms 

0) Commission 
Statements 

0 Instruction Sheets 

0 Examination Papers 

0) Copies of Testimonial 
Letters 

DC Statistical Records 

0 Convention Programs 
and Reports 

0 Reports of Advertising 
Results 

0 Posters 

O Questionnaires 

0 Sales Training 
Materials 


PRODUCTION 

OJ Process and Production 
Orders 

0 Manufacturing 
Schedules 

0 Manufacturing Specifi- 
cations 

0) Change Orders 

0) Drawings and Sketches 

0) Production Reports 

0) Charts and Graphs 

D Plant Notices 

0 Laboratory Reports 
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0 Test Reports 
0 Notices and Bulletins 


0 Methods and 
Procedures Manuals 


O InstructionstoForemen [J Export Shipping Orders 


(0 Stock Sheets 

OJ Inventory Reports 

0 Scrap and Salvage 
Reports 

0 Defective Material 
Reports 

0 Training Manuals 

0 Training Schedules 


OFFICE 
MANAGEMENT 


0 Order and Billing 
System 


(0 Blank Report and Rec- 


ord Forms 

0 Copies of Wires and 
Cables 

0 Telegraphic Codes 

() Manuals—Office 

0 Vacation Schedules 

O Bulletins and Notices 

OJ Branch Inventories 
and Shipments 


0 Export Bills of Lading 
PERSONNEL 
AND INDUSTRIAL 
RELATIONS 

0 Absentee Reports 
0 Safety Bulletins 
(In Colors) 
0 Educational and Train- 
ing Bulletins 
0 Blank Report and Rec- 
ord Forms 
O Personnel Record 
System 
0) Organization Manuals 
PURCHASING AND 
RECEIVING 
0) Purchase Order and 
Receival System 
0 Contract Records 
0 Notices and Bulletins 
0 Blank Report and Rec- 
ord Forms 
D Bid Requests 





DITTO, Inc. 


samples. 
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2245 West Harrison Street, Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ont., Canada 

Gentlemen: Without cost or obligation please 
mail me Ditto profit-earning facts and Ditto 








WALTER MITCHELL, JR., Editor 


PAuL Haase, Managing Editor “Dallas is fine for "49”’ 





J. A. Murpny, Advtg. Mgr. 
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Forty-five wears ago the International 
Accountants Society was incorporated as 
a school of accounting. 

We are proud of our reputation for up-to-date 
instruction twhich has kept pace with the 
changing times through all these pears. 


Co ovr many accountant friends whose in- 
fluence and co-operation have been largely re- 
sponsible for the growth and development of 
this institution, wwe extend sincere appreciation. 
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INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, FELLINOTIS 
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CURRENT COMMENT 





A Broadening Concept 
of Controllership in Government 


HE Is a new development which should make our read- 

ers proud (in their capacity as controllers) and pleased 
(in their capacity as taxpayers). It is the growing importance 
of controllership in the operating plans of our newest armed 
service—the U. S. Air Force. 

In contrast to the previous concept prevailing in the Fed- 
eral Government, in which the Comptroller General is prin- 
cipally “‘an auditor with teeth,” the Air Force concept of 
controllership is a more dynamic and positive function, such 
as has evolved in many large modern corporations. 

The Comptroller of the Air Force will be in constant touch 
with the equivalent staff officer in each of the eight Com- 
mands as follows: Air Defense, Strategic, Tactical, Air 
Material, Air Training, Air University, Headquarters, Air 
Transport. 

These comptrollers are pictured as the men who must be 
able to tell the top-operating executives—the Commanding 
Generals—what various operations cost, reduce those cost 
figures to significant units or ratios for operating purposes, 
estimate the effect of specific operations on requirements for 
fuel, parts and so forth. They will have many, although not 
all, of the functions of controllers in private enterprise. 

For example, the controller of the Air Transport Com- 
mand maintains up-to-date figures on the cost of Operation 
“Vittles’’—hauling food and supplies into Berlin—not only 
the direct out-of-pocket expense but also an item called ‘‘sup- 
port costs,” roughly equivalent to overhead in an industrial 
operation; such items as depreciation on equipment in use; 
and finally, a reserve for the cost of “folding-up” and get- 
ting the equipment back home when the job is finished. 

The Air Force is not only the newest branch of our Armed 
Forces but the one which in the future is likely to spend 
more taxpayers’ dollars than either of the other two armed 
services—and far more than any other department of the 
Government. The Air Force Comptrollers say they hope to 
be able to do a better job for less money by utilizing the 
methods of modern controllership. 

One of the commanding generals of the Air Force has re- 
marked that a major difference is in the volume of activity. 
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It is reasonably possible to estimate sales for the coming year 
or for some months ahead in most enterprises, basing the 
estimate upon past performance, general trend of economic 
conditions, and the known strength of competitors. The 
planning of future operations in a military organization de- 
pends upon two major unknown factors: In peacetime it is 
the unpredictable will of Congress, and in war the unpredic- 
table timing of action by the enemy. 

The Controllers Institute confesses to some pride in the 
fact that it was the first organization to which the Air Force 
turned in establishing this new activity; and for some months 
members of the Institute and of its National Headquarters 
have been cooperating with the Government in supplying in- 
formation and advice. 


The Controller's Presidential Potential 


Saree NOW AND THEN someone notes a news item in 
which a member of the Controllers Institute has been 
elected president of his company, or some other company. 
Usually he wonders—and asks us—how many other mem- 
bers have followed this same road. The answer is that we 
do not know with mathematical finality. The Institute’s 
membership records were not planned with this question in 
mind as a contingency, but by estimate from a sample tally 
there are probably 40 or 50 presidents among the Institute's 
3200 members. 

A check of current items plus the combined recollections 
of “the oldest inhabitants” of the National Office of the 
Institute have yielded the following list of names: 


Pacific Greyhound Lines, Inc., San Francisc 

Bird & Son, East Walpole, Mass. 

S. A. Maxwell Company, Chicago 

Commonwealth & Southern Corp., New York 

National Bank of Commerce of Seattle 

Mack-Miller Candle Co., Syracuse 

The Lionel Corporation, New York 

The Hewitt Soap Company, Dayton 

Harris-Seybold Company, Cleveland 

Sun Oil Company, Philadelphia 

Lane-Wells Company, Philadelphia 

Deep Rock Oil Corp., Tulsa 

John B. Stetson Company, Philadelphia 

California Bank, Los Angeles 

U. S. Industrial Chemicals, Inc., New York 

McLellan Stores Company, New York 

Cochrane Corporation, Philadelphia 

Grand Rapids Store Equipment Company, Grand 
Rapids 

E. H. Hotchkiss Company, Norwalk 

California Casualty Indemnity Exchange, San Fran- 
cisco 

D. Anderson Murphy Riggs Distler & Company, Inc., Baltimore 

Oscar D. Nelson Butler Manufacturing Company, Kansas City, Mo. 

Lewis D. Parmelee Atlantic Gulf & West Indies $.S. Lines, New York 

James J. Russell Revere Copper and Brass, Inc., New York 

R. G. Sappenfield Campana Corporation, Batavia, Ill. 

J.CalvinShumberger Call-Chronicle Publishing Co., Allentown, Pa. 

Robert L. Spotts TelAutograph Corporation, New York 

John K. Thompson Union Bank of Commerce, Cleveland 

Henry Z. Walck Oxford University Press, New York 

William H. Yates United Wallpaper, Inc., Chicago 


F. W. Ackerman 

A. H. Anderson 

Erle F. Bender 
Granville H. Bourne 
Maxwell Carlson 
Charles F. Carr 
Lawrence Cowen 
Frank R. Dinwiddie 
George S. Dively 
Robert G. Dunlop 
Rodney Durkee 
William H. Garbade 
David H. Harshaw 
Frank L. King 

W. P. Marsh, Jr. 
Earle G. May 
Thurlow E. McBride 
E. A. McCready 


David McGilvray 
John R. McKee 


Can you as readers of THE CONTROLLER add to this list? 
Once it is reasonably complete, we shall try to keep it cur- 
rent and available to answer future inquiries. 

WALTER MITCHELL, JR. 
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When the heat’s on and you are in 
doubt as to which way to turn for those 
urgently-needed facts and figures — just 


relax, call STATISTICAL and your 


worries will be over. 


Your problems in Tabulating, Calcu- 
lating, Statistical Typing and Marketing 
Research Tabulations are truly “duck 
soup” for STATISTICAL’s big organiza- 
tion of fact-and-figure-finding specialists. 
STATISTICAL has the experienced per- 
sonnel and equipment it takes to do any 
job—big or small—in a hurry, accurately 
and economically —at your office or ours. 


You have no nerve-wracking details to 


TABULATING ¢ CALCULATING + TYPING 








fuss with. No headaches of procuring 
equipment. No special help to hire. And 


no fretting about facilities standing idle. 


If all this sounds too good to be true, 
remember this: STATISTICAL’s com- 
plete service is backed by the largest and 
most diversified independent punched- 
card tabulating service in the country 
—your assurance of getting the kind 
of service you want, on a regular or 


emergency basis. 


Just phone or write our nearest office for 
the complete story on this flexible, worry- 


saving service. 


e MARKETING RESEARCH TABULATIONS 


STAIIST ICE TABULATING COMPANY 


53 WEST JACKSON BLVD., CHICAGO 4, ILL. Telephone HArrison 7-2700 


50 Broadway, New York 4, N. Y. 
Telephone WHitehall 3-8383 
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Arcade Building, St. Lovis 1, Mo 
Telephone CHestnut 5284 














CORRESPONDENCE 





PRESERVING RECORDS 


Editors, THE CONTROLLER: 

If you have any data regarding the se- 
lection, maintenance and storage of sig- 
nification records, I would appreciate your 
forwarding such material to me. 

M.B.C. 


Articles on record preservation have 
been run in five issues of THE CONTROLLER 
over the past few years: 

“What to do with Old Records and 
Files,’ Editorial in February 1944 issue. 

“Destruction of Records,”’ Report of the 
Committee on Technical Information and 
Research, July 1944 issue. (This is out of 
print. ) 

“Failure to Keep Records and Bank- 
ruptcy,” August 1945 issue. 

“Paper Profits,” by Julius B. Kaiser, May 
1947 issue. 

“Disposition of Records and Control of 
Forms,” by F. S. Slick, July 1947 issue. 


Of further interest is the following com- 
ment from the Bank Letter of the Indus- 
trial Bank of Commerce, New York: “‘Ac- 
cording to the Department of Labor— 
Wage & Hour Division, Part 516 revised, 
papers on Federal Income and other Federal 
taxes—4 full years from due date. On 
Wage-Hour Law: Payroll records—4 years 
from last date of entry; certificates, union 
agreements and notices—4 years from last 
effective date; basic employment and earn- 
ings records—2 years from date of last en- 
try; wage rate tables, and work times 
schedules—2 years from last effective date; 
order, shipping and billing records, and rec- 
ords of additions or deductions from wage 
paid—2 years from date of last entry.” 

As to microfilming, we are informed that 
microfilmed records have withstood court 
tests as evidence in many cases. However, 
books of original entry, such as ledgers, 
journals and cash books, should be retained 
for any possible inspection which the gov- 
ernment may wish to make. 

An article, “Putting the Squeeze on Bulky 
Records,” will appear in an early issue of 
THE CONTROLLER. 

—The Editors 
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EMPLOYEE DEDUCTIONS 


Editors, THE CONTROLLER: 

Have you any information as to the 
practice among a few representative firms 
headquartered within New York State re- 
garding the deduction of income tax from 
employees’ earnings whenever one or 
more employees are employed in New 
York State but are residents of another 
state ? 

Do the companies withhold and pay 
the tax to the state on behalf of their 
employees ? 

How do they collect from their em- 
ployees ? 

Any other information along this line, 
which you can report to us, will be greatly 
appreciated. H. 


Regarding the withholding of income tax 
on behalf of out-of-state residents em- 
ployed in New York State, we have found 
the following: 

Company A withholds the tax for all 
out-of-state employees. Company B_ with- 
holds the tax. Company C withholds the 
tax and also reports that it deducts the 
amount due New York State from one 
paycheck of the employee. 

Company D withholds the tax but makes 
the deduction during the last five months 
of the calendar year in equal amounts on 
each pay day period during those five 
months, 

Company E withholds the tax and col- 
lects from its employees on a quarterly 
basis. It reports having heard that many 
corporations do not follow the legal re- 
quirement of reporting and withholding on 
behalf of out-of-town employees. For a 
number of years, because very few of its 
1500 employees resided outside New York 
State, it did not deduct. One employee, 
however, defaulted in payment of the tax 
and this resulted in follow-up-action by 
the state, with the corporation held respon- 
sible for the defaulted amount of tax plus 
interest, as well as a small penalty. 

It is our understanding that no letter-of- 
exception is available—at least none of the 
controllers contacted had applied for such 
a letter nor had he any knowledge of any 
other firm having such a letter. 

—The Editors 


CONGRATULATIONS 


Editors, THE CONTROLLER: 

I want to take this opportunity of con- 
gratulating you on the interesting manner 
in which THE CONTROLLER is now being 
published. I rate it as the top magazine for 
individuals having the responsibility of a 
controller. 

H. B. SELIGMAN 
Secretary & Assistant Treasurer 
Continental Carbon Company 
Amarillo, Texas 
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DEPRECIATION POLICY 


Editors, THE CONTROLLER: 


In the post-war period of inflated con- 
struction and equipment costs many pro- 
posals have been made that the Federal 
Income Tax Law be amended to allow 
the deduction of accelerated depreciation 
on productive plant assets purchased at 
recent high costs, or depreciation on all 
such productive plant assets at current re- 
placement values in arriving at taxable 
income. 

Little progress has been made in attain- 
ing this objective, perhaps because it 
would be too favorable for companies 
which already have all the plant and 
equipment capacity they are likely to need 
for the next ten or twenty years—most of 
it new, acquired during the war or by 
post-war purchase of war plants and ma- 
chinery at much below cost. In such cases 





Readers of THE CONTROLLER are 
invited to express their reactions to 
articles appearing within our pages. 
Letters will be welcomed for inclu- 


sion on this page. 
The Editors 





no liberalized depreciation would be nec- 
essary to build an adequate depreciation 
reserve specifically for replacement pur- 
poses. 

To convince the Federal Tax author- 
ities and the respective Congressional 
Committees that the larger depreciation 
reserves would really be used for the pur- 
pose claimed, these depreciation reserves 
should be required to be funded in in- 
come-earning investment securities (e.g., 
Government securities or such as are legal 
for savings banks). This would avoid 
also financing new or replacing plant and 
equipment by fixed interest bearing ob- 
ligations or expensive relatively small 
issues of capital stock. 

If such conservative book depreciation 
were not allowed in arriving at taxable 
net income, it should at least be allowed 
for in determining whether Section 102 
on unreasonable retention of surplus earn- 
ings is being complied with. In one te- 
cent case the Tax Court permitted the 
accumulation of profits in a_ fesetve 
funded in the form of Government bonds 
adequate to finance a needed new plant. 

For company reasons this letter should 
remain anonymous, if you decide to pub- 
lish it. 

READER 
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HAVE YOU SAVED MONEY 











ON YOUR CRIME INSURANCE? 


Liberty Mutual writes a complete line of Fidelity, 
Forgery and other crime insurance. This is good news 
for businessmen interested in reducing insurance 
costs at a time when other costs have been rising. 
Here’s how the Liberty Mutual plan works: 

We eliminate waste in selling and handling insur- 
ance by dealing direct with policyholders, then work 
with them to help reduce losses. The savings have 
been returned as dividends, materially reducing in- 
surance costs. Total dividend payments have 
amounted to more than $172,000,000 since Liberty 
Mutual was organized in 1912. 

Because we are the largest writer of Workmen’s 
Compensation Insurance we know the insurance 
problems of businessmen and are staffed to provide 
fast service and prompt settlement of losses. 
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For an estimate of your savings and a survey of 
your insurance needs, call your local Liberty Mutua! 
office today. 





LIBERTY 


INSURANCE 


COMPANY 


E OFFICE: BOSTON 
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j Car Owners 
Protection for Business, Home and 





x We work to keep you safe 


























How To Get The Word Around... 
r 
~--A FEW OR A THOUSAND 
' 
CLEAN PERMANENT COPIES 
PRODUCED WITH SPEED AND EASE : 
i 
B 
A sales bulletin—clear, easy-to-read and delivered on time— \\ 
has often been the factor in getting the order. : 
a 
News of a sudden price change—a truly legible, black on white al 
notice—has often changed loss into profit. al 
Such are only two of literally countless ways A. B. Dick ei 
mimeographs are used for important communications—used st 
wherever there is need for a few or thousands of copies of cc 
written, typed and drawn material. For use with all makes of 2 
suitable stencil duplicating products. ak 
co 
Whatever your duplicating needs, get full information about the in 
new A. B. Dick mimeographs that produce copies at rates up to tal 
180 per minute. Look in the phone book or write for the name 
of your nearby A. B. Dick representative. A. B. Dick Company, tal 
720 Jackson Boulevard, Chicago 6, Illinois. The Mimeograph est 
Company, Ltd., Toronto, Canada. 
; wi 
str 
the oldest name 
A. B. Di Cc in mimeographing : 
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By Maurice E. Peloutet 


W: ARE NOT at war. Neither do we 
have peace. Our young men are not 
being shot out of the air, drowned, or dis- 
membered. They are not freezing or burn- 
ing in far away and inhospitable lands. 
But we do have the draft with us again. 
We have the beginning of rationing and 
allocation. Steel has been under voluntary 
allocation for some time. Other metals 
and scarce materials will be rationed or 
allocated.in some way. 

The stockpiling program of the Gov- 
ernment can hardly fail to put further 
strains on markets and prices. While price 
control and rationing of most consumer 
goods—food, clothing and fuels—is prob- 
ably a long way off, rationing and price 
control, at least for commodities included 
in the stockpiling program, seems inevi- 
table. 

Fifteen billion dollars of annual mili- 
tary expenditures, the present minimum 
estimate, is enough to disrupt our economy 
seriously. Twenty billion dollars of such 
expenditures, a far more probable figure, 
will be sufficient to cause really serious 
strains and distortions. 

Our present defense program is not in 
its economic effects precisely like that of 
1941. It is not, as was the 1941 program, 
additional military production superim- 
posed on civilian production. We have 
very few idle or partly idle facilities, no 
substantial number of unemployed, and 
not much in the way of reserve labor re- 
sources—women, the over-age groups, or 
the handicapped. Almost every one that 
wants a job has one. Most materials are 
in short supply, particularly those needed 
for defense. 

We must therefore provide not solely 
for additional production, which of itself 
cannot be adequate for defense, but for 
shifts of production from less essential 
civilian goods to the defense program. 

This will be much more painful than 
mere increased production. It will pro- 
duce the strains and stresses that call for 
controls much more quickly than a mere 
addition to total production. 

In addition to this it will be much 
more difficult to attract to government 
service the type of men necessary for the 
successful operation of such a huge under- 
taking as a $20 billion defense program. 
The call of patriotism, the emotional urge 
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to help in time of need brought about by 
the service of relatives or friends in com- 
bat units, the overwhelming sense of 
pressing duty will be present in a time 
when our energies are devoted to defense 
to a much smaller degree than in a time 
of armed conflict. 

This is an important factor in consider- 
ing the nature of government operation 
of the defense program and its impact on 
industry and the economy. 

Some of the best work in the govern- 
ment during the second World War was 
carried out by the members of Price Ad- 
justment Boards, by the Office of Con- 
tract Settlements, and by the procurement 
authorities of the armed services. These 
agencies were staffed largely by men from 
private industry and professional life with 
little experience in government service. 


Ir is generally agreed that the history 
of renegotiation is that of a statute highly 
doubtful and full of potential danger to 
the economy and to industry, redeemed by 
surprisingly good administration under 
men brought into the Price Adjustment 
Boards from private life, generally at sub- 
stantial personal sacrifice. 

The brilliant success of the Office of 
Contract Settlement was the result of the 
judicious employment of the same type of 
men. 

Most of these men, when the emer- 
gency was over, retired from public or, at 
least, governmental life with all decent 
haste and generally with a hearty sense of 
relief. 

Without disparaging in any way the 
capable and conscientious civil servants 
who will, without doubt, administer those 
aspects of the defense program having to 
do with costs, we must all make our calcu- 
lations and prepare our briefs and state- 
ments on the assumption that we will 
usually be dealing with men of different 
training and outlook from those we dealt 
with in the second World War on ques- 
tions of contract cost, renegotiation and 
termination. 

It is precisely these functions in a de- 
fense economy which we are considering 
here. Contract costs have to do with pro- 
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curement and renegotiation is with us 
again in a form not basically different 
from that to which we became accus- 
tomed in the second World War. The 
definition of Government contract costs 
and the use and authority of such a defini- 
tion will, however, be quite different 


from that in the second World War. 

There was at no time in the second 
World War any one overall definition of 
costs governing all contracts to which such 
a definition might apply. Instead we had 
Treasury Decision 5000, written for a dif- 
ferent purpose, but containing a defini- 
tion of cost reasonably satisfactory for 
some purposes. We had the “Explanation 
of Principles for Determining Costs un- 
der Government Contracts,” familiarly 
known as the ‘Green Book,” which was 
an amplification and at the same time a 
simplification of Treasury Decision 5000. 
There were other special or partial defini- 
tions of costs in use for various procure- 
ment purposes but these two, while not 
universally used, were considered sufhi- 
ciently satisfactory to be written into 
many of the contracts by reference. 

At the present time the situation is 
radically different. The cost inspection di- 
visions of the armed services have been 
working since last spring on a statement 
of contract cost principles. This statement 
will be controlling for all the armed serv- 
ices. 

The latest information is that it will be 
incorporated in the procurement regula- 
tions soon to be issued. It will be an offi- 
cial pronouncement subject to amend- 
ment. Interpretations will be issued under 
it. It will be assumed to be written into 
every contract to which it applies. 

Draft statements have been circulated 
for suggestions and criticism to a number 
of business and ‘professional groups in- 
cluding the Controllers Institute. Sugges- 
tions and criticisms have been received 
from many sources and much time has 
been taken up in weighing and analyzing 
them by the joint committee of the armed 
forces responsible for preparing the state- 
ment. 

Drafts of the statement appear to fol- 
low, generally, the philosophy of Treas- 
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ury Decision 5000 and the ‘Green Book.” 
The draft of the statement submitted for 
criticism indicates that, while reasonable 
alternatives are provided in many in- 
stances, it seems in general to be a little 
narrower, a little more specific, a little 
less permissive than the “Green Book.”’ 
There may be no danger in this as the 
provisions for amendment and interpreta- 
tion seem workable and will presumably 
be used for the correction of any faults 
which future experience may reveal. 


One point is particularly interesting. 
The general principle of the cost-plus- 
fixed-fee contract is reiterated. The basic 
difference between cost as contemplated 
under the statement of cost principles and 
cost from a commercial point of view is 
the introduction, into the cost concepts 
underlying government contracts, of the 
inadmissible cost. 

It is agreed by the government that 
these expenditures are costs of some sort 
but they are neither allowable nor reim- 
bursable. They are presumably to be paid 
out of a fund created by the fees or profits 
received for the execution of the contract. 
There is no suggestion that these costs are 
not actual and legitimate. They are usu- 
ally allowable deductions for Federal in- 
come tax purposes. 

A clear understanding of this concept 
which is, I think, totally foreign to com- 
mercial financial or cost accounting, will 
save the contractor many headaches and 
much loss of temper. 

If a particular cost is necessary for the 
completion of a contract and if it is held 
to be inadmissible, the contractor’s practi- 
cal remedy is not in an argument on the 
justness of excluding the cost but in an 
adjustment of the price’or fee. Some of 
these exclusions are minor in amount. 
The disallowance of institutional adver- 
tising, for example, is probably not seri- 
ous in most cases although many consider 
it illogical and annoying. However, if 
such items are at all serious they should 
be considered when arriving at a proper 
fee. Adequate allowance for certain types 
of research work not directly attributable 
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to the contract may be difficult to obtain. 
Here again the best answer is probably in 
the negotiation of the fee. 

There are many items which have been 
disallowed in the past, some so strange as 
to verge on the ridiculous. One instance 
which occurred during the late war will 
illustrate this. 

Two contractors with about the same 
capital investment and volume were manu- 
facturing the same product. The cost in- 
spection service observed that the costs of 
one contractor were much lower than 
those of the other and suggested that the 
efficient contractor might help the ineffi- 
cient one. Accordingly engineers were 
sent from the inefficient plant to the efh- 
cient one to study methods. Operating 
mistakes of the inefficient contractor were 
discovered and corrected, and thereafter 
the costs of the two contractors were 
roughly the same. The inefficient contrac- 
tor included the time and expenses of his 
engineers while studying the methods of 
the efficient contractor in his contract 
costs. These were disallowed on _ the 
ground that the contractor was merely 
learning something which he should have 
known at the time he accepted the con- 
tract. 

While there are not many cases as il- 
logical as this, it illustrates a trend of gov- 
ernment thinking. 

The contractor who is governed by the 
statement of cost principles soon to be in- 
corporated in the Procurement Regulations 
should consider the question of admis- 
sible costs very carefully. Generally it is 
much easier to accept the rulings on inad- 
missibility of costs and to cover the differ- 
ence in the negotiation of the fee. 

There have been suggestions that it 
would be desirable to have a statement of 
cost principles which could be used for all 
purposes, cost-plus-fixed-fee, contracts at 
fixed prices, contract termination and re- 
negotiation. I think this is neither practi- 
cable nor desirable. We cannot change the 
government concept of admissible and 
inadmissible costs. It may be somewhat 
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illogical but we know what it is, we can 
provide for it and we must live with it. 

For renegotiation purposes, however, 
we have a radically different concept. The 
primary emphasis is on profits, not costs. 
We are not concerned with whether there 
should have been a profit or whether a 
cost represents something which the con- 
tractor should have known or should 
have had available when the contract was 
let. 

All that matters is the amount of the 
profit. If this is arrived at by applying all 
properly allocable costs to the contract, 
whether admissible for cost-plus-fixed fee 
purposes or not, we have the proper profit 
for the consideration of the Price Adjust- 
ment Board in the determination of ex- 
cessive profit. 

This is the basis for the use of Federal 
income tax deductions as a criterion for 
renegotiation but not for CPFF costs. It 
is assumed that any deduction allowed for 
Federal tax purposes must be a legitimate 
expense. The use of Federal income tax 
deductions as a guide to the Price Adjust- 
ment Boards is to indicate minimum 
rather than maximum costs to be charged 
against renegotiable profits. Expenses not 
allowed for Federal tax purposes have 
been allowed in the past and will, with- 
out doubt, be allowed in the future. 

For contract termination we have many 
special considerations not present either in 
CPFF contracts or in renegotiation. In- 
ventory valuations, no-cost settlements, 
and negotiated settlements all bring up 
questions which do not arise otherwise. 

It seems clear, therefore, that, just as an 
all-purpose accounting statement is im- 
practicable and probably undesirable, so a 
single statement of contract cost prin- 
ciples cannot be drawn up which will 
meet the demands of CPFF contract ac- 
counting, renegotiation and termination 
at one and the same time. 


Ina paper as short as this on a subject 
so vast and of such vital importance to the 
economy little can be done beyond stating 
general principles, attempting to forecast 
general trends and giving general warn- 
ings. Neither the Procurement or Renego- 
tiation Regulations are yet issued at this 
writing. Drafts have been circulated con- 
fidentially and we have a fair general idea 
of what the final regulations will cover. 

One general warning which will apply 
to anything connected with accounting for 
government contracts is that problems of 
apportionment and allocation will be 
much more difficult and much more seti- 
ous from a dollar and cents point of view 
than in the second World War. 

When a contractor is 100% or 90% or 
80% on renegotiable contracts, it is not 
particularly serious if overhead is some- 
what arbitrarily spread. If he doesn’t get 
enough in one contract he will on the 
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other and renegotiation looked at total 
profits only. The situation is radically dif- 
ferent when renegotiable business is, say, 
10% or 20% of the total. There are not 
enough contracts for errors in allocation 
to correct themselves in total. What we 
don’t get in overhead on one contract, we 
won't get at all. 

Every manufacturer having renegotiable 
contracts or likely to have them should re- 
examine his methods of allocating indi- 
rect costs to find out, first, whether he is 
charging renegotiable business its fair 
share and, second, whether he can sub- 
stantiate his overhead charges to defense 
contracts. 


Tuers is in many businesses a tendency 
to let the old products carry the old indi- 
rect items and to charge new ones only 
with new costs, somewhat on the theory 
of a “differential cost.’ Whatever merit 
such a method may have for commercial 
purposes—and it has merit in many in- 
stances—it is a method which is not only 
unfair to a defense contractor but one 
which could be ruinous. Smaller and 
smaller civilian production could be 
forced to carry more and more indirect 
charges. 

Every defense contractor should see to 
it that every defense contract carries its 
full weight of indirect expenses. The 
rates of profit on defense and civilian 
business will vary greatly. The percentage 
of profit in defense contracts will gener- 
ally be much lower than in civilian busi- 
ness. The burden of proof will be on the 
contractor to show that this disparity 
does, in fact, exist and cost records will 
be his best defense. Now is the time, 
therefore, to see whether your cost system 
will produce fair results for renegotiation 
purposes. 

Only aircraft and shipping contracts 
are now renegotiable. Who and what is a 
subcontractor is still uncertain. Whether 
individual contracts will be renegotiable is 
not yet settled, although the proposal 
seems unfair. There are many things 
about renegotiation as at present contem- 
plated that we do not know. 

We do know one thing, however. Any 
thought that in a $20 billion defense 
program renegotiation will be confined to 
the items now covered is the merest wish- 
ful thinking. 

With this in mind it is the duty of 
every controller of a company likely to 
become a defense contractor to prepare 
now for the day of reckoning. 

That reckoning may be fair to the con- 
tractor or may be damaging or disastrous. 
Whether or not the contractor is treated 
unfairly is primarily up to the contractor 
himself. The Price Adjustment Boards 
will wish now, as in the past, to do sub- 
stantial justice. 

Proposals for audit and determination 


of the amount of profits by the P.A.B.’s 
have been made. The mere statement of 
such a proposal is enough to condemn it. 
The expense and delay of such a program, 
even if it were possible, would be enor- 
mous. 

The P.A.B.’s must now, as in the past, 
rely on figures furnished to them. A te- 
quirement for certification by the com- 
pany’s regular auditors might be practi- 
cable. In the past such statements were 
frequently made. But the use of a large 
corps of accountants and auditors by the 
P.A.B.’s is unthinkable. 

All of this is presented to emphasize 
that fair treatment of the contractor is 
possible only when he himself presents 
the best possible case. To do this he must 


study the general situation and then re- 
vise and develop his own records and sys- 
tem to ensure that substantial justice will 
be done him. 

This is more difficult and more impor- 
tant in a defense economy, when civilian 
production must remain large, than in a 
war economy when civilian production is 
cut to the bone. 

The contractor must help himself. This 
is primarily his controller’s job. If the 
controller does his job, his advise,>. the 
public accountant and the industrial engi- 
neer, can do theirs. Then the procure- 
ments, renegotiation and termination au- 
thorities can do theirs. But the greatest 
responsibility—and the greatest oppor- 
tunity—is the controller's. 





SOME OF THE QUESTIONS—and answers—which fol- 
lowed presentation of this paper by Mr. Peloubet at the 
Annual Meeting of the Controllers Institute, last 


month, include: 


The renegotiation regulations (new) 
state that renegotiation will take priority 
over the Vinson-Trammell Act, and that 
the latter will be applied to the reduced 
sales price. Doesn’t this seem impossible 
from a time standpoint, unfair, and per- 


haps illegal? 


The Vinson-Trammell Act was voted 
to be repealed in the Eightieth Congress 
by the House of Representatives but lack 
of time and parliamentary difficulties 
prevented its repeal in the Senate. Re- 
negotiation and the Vinson-Trammell 
Act at one and the same time are unneces- 
sary. There seems to be little opposition 
to the suspension or repeal of the Vin- 
son-Trammell Act while renegotiation is 
in force. It is hoped this will not escape 
the attention of the Eighty-first Con- 
gress. 


Would a contractor with expectation of 
a substantial percentage of his business be- 
ing Government and done in a plant largely 
written off under Certificates of necessity 
be smart to sell it to another company and 
rent it back on a basis based on today’s 


cost? 


Whether this particular device would 
be successful or advisable would depend 
on circumstances. There will be many 
attempts at this sort of thing, however, if 
a fair compensation for the use of plant 
and machinery is not permitted. The 
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fact that plant and machinery is under- 
valued on a contractor’s books should 
not operate to deprive him of fair com- 
pensation for its use. The proposal that 
a contractor be permitted to waive de- 
preciation or any other compensation for 
the use of plant and machinery in con- 
sideration of a fair rental based on cur- 
rent values has been put forward by 
several individuals and organizations. It 
seems to have merit and would certainly 
make devices such as are indicated in the 
question unnecessary. 


Will the new procurement regulations 
have the approval of the General Account- 
ing Office or will they claim, as they have 
done, that certain items are not allowable 
under their interpretation of the law re- 
gardless of the regulations? 


It is assumed that the General Ac- 
counting Office has been consulted when 
regulations on costs have been con- 
sidered by the armed services. This is un- 
doubtedly done in the hope of avoiding 
exceptions on the part of the General 
Accounting Office. The General Ac- 
counting Office has also indicated that it 
may approve items to which it would 
otherwise take exception if these are spe- 
cifically written into the contract. It 
would, therefore, be well to include spe- 
cifically any possibly doubtful items. If 
possible, the General Accounting Office 
might be consulted informally. 
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Overtime On Overtime 


by G. Kibdy Munson 


HE SUPREME CourRT of the United 

States on June 7 handed down a de- 
cision in the so-called Longshore cases 
which has focused attention upon the 
overtime ‘ problem under the Fair Labor 
Standards Act. This decision, rendered in 
Bay Ridge Operating Co., Inc. v. Aaron, et 
al, 92 Law. Ed. Adv. Op. 1146, sustained 
the decision of the Second Circuit Court of 
Appeals (162 F. 2d 665) which was dis- 
cussed in a previous article in THE CON- 
TROLLER of October 1947. 

The problem involved was whether the 
premium paid longshoremen of approx- 
imately one-half the contract base rate of 
pay (in addition to the base rate of pay) 
for work performed outside of certain 
hours specified in the collective bargain- 
ing contract was to be included in com- 
puting the “regular rate’ of pay as a 
basis for determining statutory overtime. 
The Fair Labor Standards Act requires 
that after 40 hours of work in a work- 
week an employee shall receive pay at a 
rate not less than one and one-half times 
the “regular rate’’ at which he is em- 
ployed. 

The collective bargaining contract in- 
volved in the longshoring case provided 
for certain base rates of pay for work per- 
formed from 8 A.M. to 12 noon, and 
from 1 P.M. to 5 P.M. on Monday 
through Friday, and from 8 A.M. to 12 
noon on Saturday. Work performed at 
all other hours was to be paid for at ap- 
proximately one and one-half times the 
base rate of pay. No provision was made 
in the contract for the payment of over- 


time for hours worked in excess of 40 
hours in a given workweek, other than 
as it might occur outside the specified 
hours. 

While the premium pay for work out- 
side of specified hours was designated as 
“overtime’’ in the contract, the Court said 
that it was not true overtime but was pay 
for working during undesirable hours, 
since a worker might work entirely out- 
side the specified hours during an entire 
workweek and receive premium pay for 
every hour worked. The premium pay 
was, therefore, in the nature of a shift 
differential and was to be included in the 
computation of the “regular rate’ of pay. 


Tue Court's decision did not stop with 
a holding that the premium pay involved 
was not overtime pay, but proceeded to 
define an overtime premium as ‘‘extra pay 
for work because of previous work for a 
specified number of hours in the work- 
week or workday whether the hours are 
specified by contract or statute.” Pay 
which meets this definition is to be ex- 
cluded from the computation of the stat- 
utory regular rate of pay which the Court 
defined as the “total compensation for 
hours worked during any workweek less 
overtime premium divided by total num- 
ber of hours worked.” 

Not only is it to be excluded from such 
a computation but it may be used as a 
credit against any obligation to pay stat- 
utory excess compensation. This means 
that the Act does not require the compu- 
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tation of overtime on overtime, according 
to the Supreme Court. 

Within a week after the Supreme 
Court had spoken, the Wage and Hour 
Administrator released a ruling which re- 
voked certain prior rulings in conflict 
with the Supreme Court’s decision, and 
this ruling has been followed by many 
additional ruling interpreting the effect 
of that decision and advising as to the 
effect of various contract provisions and 
payroll customs in different segments of 
American industry. 

A particularly troublesome problem 
arising under the Fair Labor Standards 
Act as interpreted by the Supreme Court 
is how to treat the premium paid for 
work performed on Saturdays and Sun- 
days as such, Many contracts provide for 
premium pay at time and one-half or 
double time after a specified number of 
hours of work in a workweek or in a 
workday, without reference to work per- 
formed on any particular day of the week. 
In such a situation the problem of pay 
for work performed on Saturday or Sun- 
day as such does not arise. 

Some collective bargaining contracts 
provide for pay at a specified base rate 
for eight hours of work per day on Mon- 
day through Friday, and for pay at a 
premium rate, which is sometimes time 
and one-half and sometimes double time, 
for work performed on Saturday and Sun- 
day as such. It is situations such as these 
in which the problem arises of whether 
the premium pay for work on Saturday 
and Sunday as such is a true overtime 
payment to be excluded from the regular 
rate of pay or whether it is pay for work 
performed on undesirable days and is to 
be included in the “regular rate” of pay 
computation. 

The Wage and Hour Administrator has 
issued new interpretations on this subject, 
and certain of them have been incorpo- 
rated in Part 778 of the Code of Federal 
Regulations. In Section 778.2 thereof 
(29 CFR 788), after pointing out that if 
premium payments for work on Saturdays, 
Sundays or holidays or at night are made 
without regard to the number of hours 
or days previously worked by an employee 
in a day or workweek, they must be in- 
cluded in the regular rate of pay compu- 
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tation and may not be offset against the 
statutory overtime compensation due for 
work in excess of 40 hours in the work- 
week, the Regulation then states that: 


“If the payment for Saturday, Sunday, holi- 
day, or night work is contingent upon the 
employee’s having previously worked a spe- 
cified number of hours or days according to a 
bona fide standard, such premium payments 
will, under the Supreme Court’s decision, be 
regarded as true overtime premiums which 
need not be included in the regular rate and 
may be offset against the statutory overtime 
compensation due under the Act. Premium 
pay for work on the sixth and seventh days 
worked in the workweek, for example, would 
be regarded as an overtime premium when 
paid by reason of that fact, even though an 
applicable contract might also contain a pro- 
vision calling for premium payments for work 
on those particular days, as such. 

“In determining whether payments to an 
employee at an increased rate for Saturday, 
Sunday, holiday or night work are made for 
time worked in excess of a bona fide standard 
or, on the other hand, simply because such 
periods are less desirable for the performance 
of work, the Division will look not only at 
the terms of the applicable contract but also 
at the actual practice of the parties under the 
contract. The mere fact that a contract calls 
for premium payments for work on Saturdays, 
Sundays, holidays or at night would not neces- 
sarily prove that the higher rate is paid merely 
because of undesirable working hours if, as 
a matter of fact, the actual practice of the 
parties shows that the payments are made be- 
cause the employees have previously worked 
a specified number of hours or days, according 
to a bona fide standard. For example, a con- 
tract may provide for payment of time and 
one-half compensation for Saturday work, and 
also for overtime compensation at the same 
rate for hours worked in excess of 40 in the 
week or in excess of any other bona fide daily 
or weekly contractual standard. In such a situ- 
ation, where it appears that Saturday work 
normally falls within the contractual over- 
time hours, this will ordinarily be a sufficient 
showing that time and one-half paid for work 
on Saturday during the contractual overtime 
hours is actually paid because of excessive 
hours of work. In such event, the 50 percent 
premium paid for such work need not be in- 
cluded in the regular rate and may be offset 
against the statutory overtime compensation 
due under the Act.” 


UnrortunatTeLy. _ the Regulation 
above quoted contains certain undefined 
and ambiguous language. The Administra- 
tor speaks of “‘a situation, where it appears 
that Saturday work normally falls within 
the contractual overtime hours” ; but what 
is meant by the word ‘normally’ ? The 
Regulation contains no definition and no 
standard for determining at what point 
it can be said that Saturday work ‘‘norm- 
ally” falls within the contractual overtime 
hours. 

A contract may require a premium to be 
paid for work on Saturday and Sunday, 
as such, even though they are the only 
days worked during the week by a particu- 
lar employee. Yet, in actual practice in a 
particular plant, as shown by the payroll, 
the fact may be that during an entire year 
only in one per cent or two per cent of 
the instances in which an employee per- 
formed work on a Saturday or Sunday 


did the employee fail to work forty hours 
previous thereto in the same workweek. 
In another plant in which a similar con- 
tract provision is in effect it may be the 
case that in 25 per cent of the times 
when work was performed by individuals 
on Saturday and Sunday and a premium 
paid for such work, only a few hours had 
been worked by those individuals prior to 
the Saturday or Sunday work. 

It has been indicated informally by the 
Administrator that where 35 to 40 hours 
of work have already been performed by 
the workers in 98 or 99 per cent of the 
times when they work on Saturday or Sun- 
day, it would be considered that such 
Saturday and Sunday work normally fell 
within the contractual overtime hours. 
Under those circumstances the premium 
paid for such work would not have to be 
included in the “regular rate” computa- 
tion and might be offset against the stat- 
utory overtime compensation due under 
the Act. 

At the same time the Administrator has 
informally indicated that where only 75 
per cent of Saturday and Sunday work- 
days occured after a normal workweek of 
35 to 40 hours, actual practice and ex- 
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perience would indicate that in that par- 
ticular plant the premium paid for work 
on Saturday and Sunday was not paid be- 
cause a specified number of hours had 
been previously worked. In such a case 
the premium pay would be includable in 
the ‘regular rate’ computation and would 
not be available as an offset against the 
statutory overtime compensation due un- 
der the Act. 

As pointed out, however, no definite 
guide has been established and whether 
Saturday and Sunday work normally falls 
within the contractual overtime hours de- 
pends upon the facts in each plant. To date 
there has been no formal ruling which 
would assist one in determining what is 
“normal” practice within the intendment 
of the Regulation, except that a recent 
opinion letter (1948 WH 1395) indi- 
cates that there should be only “minor 
or insignificant variations.” 

It is certain from an opinion letter re- 
leased by the Wage and Hour Admin- 
istrator (1948 WH 1343) that in a situa- 
tion where a workweek begins in the mid- 
dle of a calendar week a premium paid 
for work on Saturday or Sunday as such 
must be included in the computation of 
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the regular rate, as it cannot be said that 
the premium is paid because of the num- 
ber of hours previously worked in the 
week. 

In a situation where the workweek be- 
gins on a Thursday, for instance, and 
work is performed on Saturday and paid 
for at time and one-half or double time 
under the terms of a collective bargaining 
contract, the rate of pay would cut back 
to the normal rate on Monday, and the 
premium for Saturday work would there- 
fore be paid for a day worked in the mid- 
dle of time paid for at the normal rate. 
Under no definition of overtime in the 
Supreme Court decision or in the Regula- 
tions could the premium paid for Satur- 
day work under those circumstances be 
treated as overtime. 


Tue method of computing statutory 
overtime when the workweek begins in 
midweek is illustrated in the Administra- 
tor’s Opinion as follows: 


Example 
Days ah. F. -S. 8. M. T. W. 
Hours worked S Ss 80 8 8 8s 
Pay per contract $8 $8 $12 0 $8 $8 $8 

Under the contract, an employee whose 
basic rate of pay is $1 per hour would re- 
ceive $52.00 for his work from Thursday 
through Wednesday including 8 hours of 
work on Saturday. The Administrator 
points out that the 50 per cent premium 
paid for work on Saturday must be tre- 
garded as paid for undesirable hours of 
work and included in the “‘regular rate,” 
since Saturday work in the plant could 
not be said to fall normally within the con- 
tractual overtime hours. 

Since the employee worked 48 hours in 
the example, the Act requires that he be 
paid at not less than time and one-half for 
the last eight hours. The “regular rate’’ is 
first determined by dividing the total pay 
received ($52) by the number of hours 
worked (48), and statutory overtime is 
then computed by the Administrator at 
one and one-half of such regular rate as 
follows: 


$52.00 + 48 hours = $1.08 1/3 
(regular rate) 

$1.08 1/3x 14 — $.54 1/6 

$.54 1/6x8 hours = $4.33 1/3 

Total compensation due — 
$52.00 + $4.33 = $56.33. 


In the foregoing example, therefore, 
the Act requires that $4.33 be paid as 
overtime in addition to the $52.00 re- 
quired to be paid under the contract. 

In response to one inquiry recently 
made, the Wage and Hour Administrator 
gave it as his opinion (1948 WH 1314) 
that it would be permissible to provide 
in a collective bargaining contract that 
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Security of Jobs is Held Management’s Concern 


The future of free enterprise depends upon the willingness of 


£ 


businessmen to concentrate on an all-out attack on human frustra- 
tion, Morris Sayre, President, National Association of Manufac- 
turers, says in a recent Reader’s Digest. 

Mr. Sayre holds job security is the first concern of every work- 
ing American and therefore of management and of stockholders, 
too. Security, he adds, is not and never has been the exclusive con- 


cern of labor leaders. 


“You can’t convince a man who has been laid off without warn- 
ing that free enterprise is working for him,” Mr. Sayre says. “And 
try to tell the jobless handicapped, the willing but unwanted 
worker over 50, the white-collar man squeezed between rising 
prices and inflexible income, that they are the beneficiaries of free 


enterprise!” 


Challenging industrial management “‘to make good on some of 
its eloquent assertions of social responsibility,’’ Mr. Sayre states 
that the social consciousness of a boss is futile unless “written into 
shop practices and embedded in the mind of every plant fore- 


man.” 


While the NAM president concedes that management “cannot 
write a prescription to end business cycles or guarantee every 
worker a lifetime job,’ he believes every business firm can find 
some way to give greater stability of employment. 

“We must demonstrate,’’ he concludes, ‘‘that we are as genu- 
inely concerned for human progress as for corporate profits.” 





not only was an overtime premium pay- 
able after 40 hours of work in a work- 
week but that it would still be payable in 
a week in which there were one or two 
days of excused absence or one or two 
holidays. 

Under those circumstances the overtime 
premium would be payable after 32 hours 
of work, and after 24 hours of work, in 
weeks in which these excused absences or 
holidays occurred. Such premium pay, said 
the Administrator, would be true over- 
time and would not be includable in the 
“regular rate” of pay computation. The 
same opinion pointed out that “nothing in 
the Fair Labor Standards Act prohibits 
an employer and his employees from 
agreeing on a bona fide straight-time 
workweek shorter than the statutory 40- 
hour workweek ...so long as the 
change does not circumvent the overtime 
provisions of the Act.” 

In several more recent opinion letters 
(1948 WH 1395-7) the Administrator 
has pointed out that absences must be 
excused in accordance with a bona fide 
plant plan or practice, and they should 
be “infrequent and of an emergency 
character.’’ Properly excused absences are 
spoken of in another opinion letter (1948 
WH 1395) as “sporadic and infrequent,” 
and as being “‘occasioned by such factors 
as, for example, sickness, jury duty, deaths 
in the family, emergencies in employee 


aes ‘ . NOVEMBER, 1948 





566 


transportation, and emergency _ break- 
downs of equipment or emergency short- 
ages of material.” 

Many contracts provide for premium 
pay for work on certain specified holidays, 
as such. The day of the week on which 
most of these holidays fall is variable. 
Some holidays always fall on Monday, 
such as Easter Monday and Labor Day; 
Thanksgiving is always on a Thursday; 
and others move around. The Administra- 
tor has ruled that the premium paid for 
work on a holiday, as such, is not paid 
because of previous hours of work but is 
paid because the day happens to be a 
holiday and it must be included in the 
regular rate of pay computation even 
though the holiday happens to be the 6th 
or 7th work day worked in a week (1948 
WH 1339 and 1376). 


Tut inclusion of the holiday premium 
in many instances, however, will not in- 
crease the “regular rate’ of pay as com- 
puted under the Fair Labor Standards Act. 
The Administrator has ruled that pay for 
time not worked is not to be included in 
the regular rate of pay computation (29 
CFR 778.2). 

In many contracts holidays not worked 
are paid for at the normal base rate. If 
work is performed on the holiday, the 
worker is paid at double time. The Ad- 
ministrator has stated that inasmuch as a 
worker is paid his normal rate of pay for 
not working on the holiday, that much is 
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Another injun bites the dust 








A quick count of the notches on that 
trusty six-shooter and our ferocious 
little paleface has the figures for his 
day’s work. 

Getting figures, in business, is more 
involved. ‘There’s endless posting 
and filing, elaborate bookkeeping, 
error-productive copying. But our 
Comptometer Peg-Board Plan has 
changed all that. For this simple and 
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direct plan makes original postings 


yield final results. Enter an item 
once, and it need never be recopied! 

The Peg-Board Plan (working 
hand-in-hand with the speedy 
Comptometer machine) sharply cuts 
accounting expense as it provides 
timely, accurate figures on such tasks 
as: sales, payroll, cost, material, in- 
coming orders, stock control. And 
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no elaborate equipment is necessary. 
Send for our folder—“Peg-Board 
Accounting” —learn the advantages 
of this method. Or call vour nearest 
Comptometer representative. 


ComPrTromeETER 


REG. U.S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., 
and sold exclusively by its Comptometer Division, 
1734 N. Paulina Street, Chicago 22, Illinois. 
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not to be included in the regular rate of 
pay computation. Only the premium, un- 
der those circumstances, is considered to 
be paid for working and since one-half 
of the double time rate represents the 
premium, only one-half is includable in 
the computation. The net result is that 
the regular rate of pay for that week is 
not increased because of work performed 
on the holiday. If, however, a worker is 
not paid for a holiday not worked, the en- 
tire amount paid him for work performed 
on the holiday enters into the computa- 
tion. 

The Administrator's opinion (1948 
WH (1339) on this question, which was 
given in response to an inquiry, is as 
follows: 


“With respect to the holiday pay, it is my 
opinion that the $8 paid to an employee for 
an idle holiday when the employee does not 
work is not compensation for hours worked 
and need not be included in the employee’s 
regular rate under this Act. Such compensa- 
tion, however, may not be credited against 
Overtime pay due under the Act. Where an 
employee works on a holiday and receives this 
eight hours’ straight-time pay in addition to 
the doubletime for the holiday work, it is my 
opinion that the eight hours’ straight-time pay 
which represents idle holiday pay may be ex- 
cluded from the employee’s regular rate. This 
opinion is limited to situations where an em- 
ployee is paid holiday pay for hours not 
worked in addition to his normal earnings for 
hours worked when he foregoes his holiday, 
and where there is (1) a bona fide agreement 
that such employee shall receive such holiday 
pay and (2) the amount so paid is the approxi- 
mate equivalent of the employee’s normal 
earnings for a similar period of time. The 
doubletime paid for work on holidays, how- 
ever, does not appear to be contingent upon 
the employee’s having previously worked a 
specified number of hours or days within the 
week. Nor can it be said that the holidays in 
question normally fall during the employee’s 
overtime hours. Under these circumstances, it 
is my opinion that such doubletime for holi- 
day work constitutes a premium payment 
which must be included in the employee’s 
regular rate and may not be offset against 
statutory overtime compensation due under 
this Act.” 


The Wage and Hour Administrator 
originally announced that enforcement of 





the new interpretations of the Fair Labor 
Standards Act required by the Supreme 
Court’s decision would not begin until 
September 15, 1948. That meant that the 
Wage and Hour Division would bring no 
action against an employer covering any 
period prior to September 15 but did 
not relieve employers enterely of civil 
liability arising subsequent to June 7, the 
date of the Supreme Court's decision. 

The date of enforcement was post- 
poned, however, until after the Supreme 
Court had had an opportunity to rule on 
the petition for a rehearing filed by the 
Department of Justice in the Longshore 
case. The Supreme Court on October 11 
announced its refusal to rehear the case, 
and the Administrator then fixed October 
18 as the date when administrative en- 
forcement would begin. 

Individual employees may sue to en- 
force overtime claims regardless of the 
Administrator’s enforcement date. 

Under Section 9 of the Portal-to-Portal 
Act, an employer is afforded a defense 
against suits for failure to pay overtime 
compensation under the Fair Labor Stand- 
ards Act where he pleads and proves that 
he relied in good faith on an “‘administra- 
tive regulation, order, ruling, approval or 
interpretation, of any agencies of the 
United States.” 

Prior to the Supreme Court's decision 
of June 7 there were in effect rulings 
of the Administrator that payment at a 
premium rate such as time and one-half 
for work performed on a holiday or on 
Sunday constituted overtime and _ the 
premium need not be included in the 
regular rate of pay computation (Para- 
graphs 69 and 70 of Interpretative Bul- 
letin No. 4). Under Section 9 of the 
Portal-to-Portal Act, an employer was 
probably entitled to rely on such a ruling. 
Since those parts of Paragraphs 69 and 70 
of Interpretative Bulletin No. 4 which 
were in conflict with the Supreme Court’s 
decision have been withdrawn, they may 
no longer be relied upon as a defense. 

It is important to note also that recent 





CONSTITUTIONS OF GOVERNMENT 


What is to become of Constitutions of government, if they are 
to rest, not upon the plain import of their words, but upon con- 
jectural enlargements and restrictions, to suit the temporary pas- 
sions and interests of the day? Let us never forget that Constitu- 
tions of government are solemn instruments, addressed to the 
common sense of the people and designed to fix and perpetuate 
their rights and their liberties. They are not to be frittered away 
to please the demagogues of the day. They are not to be vio- 
lated to gratify the ambition of political leaders. They are to 
speak in the same voice now and forever. They are of no man’s 
private interpretation. They are ordained by the will of the peo- 
ple; and can be changed only by the sovereign command of the 


people. 
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court decisions have held that it is only 
the official interpretation of the Wage and 
Hour Administrator or a department of- 
ficial to whom the Administrator has ac- 
tually delegated the power to make rul- 
ings and to issue interpretations of the 
Act which may form the basis for a de- 
fense in accordance with Section 9 of the 
Portal-to-Portal Act. 

The United States District Court for 
the Western District of Pennsylvania in 
a decision in the case of Burke v. Mesta 
Machine Company (8 WH Cases 175) 
has recently held that an employer's re- 
liance on the advice of Wage and Hour 
inspectors, when such advise is inconsist- 
ent with uniform and well-publicized in- 
terpretations and rulings of the Wage 
and Hour Administrator, does not afford 
a defense against claims for additional 
overtime compensation. Only the official 
rulings of the Agency itself offer this pro- 
tection. 


IN another recent case, that of Wolfer- 
man, Inc. v. Gustafson (8 WH Cases 
238), the Eighth Circuit Court of Ap- 
peals held on August 25, 1948, that tre- 
liance upon a lower court’s decision and 
the dismissal by the Wage and Hour Ad- 
ministrator of his appeal from that de- 
cision did not constitute an “‘administra- 
tive interpretation” within the meaning 
of Section 9 of the Portal-to-Portal Act 
so as to relieve the employer from stat- 
utory overtime liability. 

In that case the Administrator had 
sought an injunction against the em- 
ployer in a District Court claiming viola- 
tions of the Fair Labor Standards Act. 
The Court denied the injunction, holding 
that the employees involved fell within 
the retail establishment exemption of Sec- 
tion 13 (a) (2) of the Act. The Admin- 
istrator appealed to the Circuit Court of 
Appeals but later voluntarily filed a mo- 
tion to dismiss the appeal and obtained 
an ofder of dismissal. The employer 
continued his same practice in reliance 
upon the finding of the lower court that 
he was exempt from the provisions of the 
Fair Labor Standards Act and the fact 
that the Wage and Hour Administrator 
had apparently concurred in this through 
the voluntary dismissal of his appeal. The 
employer was subsequently sued by his 
employees to recover overtime compensa- 
tion and the Circuit Court now holds 
that reliance by the employer upon the 
decision of the lower court and the vol- 
untary withdrawal of the appeal by the 
Administrator did not constitute a defense 
within the meaning of Section 9 of the 
Portal-to-Portal Act. 

The conclusion to be drawn is that only 
the official opinion of the Administrator 
will serve as a good faith defense against 
a suit by employees for additional over- 
time compensation allegedly due under 
the Fair Labor Standards Act. 











Department stores. and businesses of every kind. 











HOW CU UCCOUNLING COSTS Up 10 


Could National mechanized accounting save 
as much for you? Almost certainly! For 
businesses of every size and type, employ- 
ing from 50 people, up, report that upon 
mechanizing their accounting with National 
Accounting Machines, they effected savings 


THE 


NATIONAL CASH REGISTER COMPANY, 


up to 30%. Savings which often pay for 
the whole National installation in the first 
year—and then run on, year after year. Ask 
your local National representative to check 
your present set-up, and report specifically 
the savings you can expect. 


DAYTON 9, OHIO 
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The Controller's Interest in 50 Billion Dollars 


By Jack L. Batchler 


age INSURANCE assets represent dynamic 
wealth. They build homes, schools, 
churches and hospitals. They construct of- 
fice buildings, stores and factories. They 
make possible public roads, bridges, dams 
and public utilities. The wheels of indus- 
try turn on the foundation of life insur- 
ance assets. 

This is as it should be because the re- 
sources of the insurance companies belong 
to the policyowners. The policyowners are 
the public—you and I. Through the 
medium of life insurance assets we par- 
ticipate in the economic growth and sta- 
bility of our country. Life insurance assets 
provide combined savings, protection and 
investment for the 70 million policy- 
owners in the United States—one for 
every other person in the country. Includ- 
ing all types of life insurance (ordinary, 
industrial and group) there are more 
than 180 million policies in force in the 
U.S.A. 

The controller's interest in life insur- 
ance is above average. As a man of fe- 
sponsibility, he carefully thinks out his 
personal insurance requirements and ad- 
justs his life insurance program to fit his 
needs both present and future. While this 
is probably the first and most important 
contact the controller has with life insur- 
ance, he has a vital interest in business in- 
surance. He foresees the financial disturb- 
ance that may take place in the loss of a 
partner or a key executive. He knows the 
value to the business of ready cash with 
which to purchase the equity of a de- 
ceased partner or a major stockholder. 

In recent years the problem of financ- 
ing a dignified retirement for faithful off- 
cers and employees has received more at- 
tention than ever before. The controller 


has long recognized this necessity, and in 
formulating a scientific retirement plan 
for his associates has found that life in- 
surance more nearly meets this problem 
than any other plan. Small monthly de- 
posits by the corporation, sometimes com- 
bined with similar deposits from the em- 
ployee, placed in trust with the life insur- 
ance company, greatly improve employee 
relations by assuring the security which 
everyone desires. 


Tue alert controller is also familiar 
with group insurance and all other plans 
offered for employee welfare because he 
is always concerned with those things of 
benefit to his fellow workers. He keeps 
himself informed and up-to-date on such 
matters. Frequently, the controller is the 
chief financial official. Under those cir- 
cumstances it would be his responsibility 
to arrange for the money necessary to 
carry on the business. This may be done 
in several ways. There could be short 
term or temporary bank loans or it might 
be necessary to issue additional capital 
stock. Circumstances may suggest longer 
term corporate bonds, debentures or pre- 
ferred stocks. The latter type of securities 
are suitable investments for a life insur- 
ance company and, as such, form another 
of the reasons why controllers are inter- 
ested in life insurance assets. 

Life insurance assets are the guarantee 
that the widows and orphans will be pro- 
tected. They assure retirement for the 
young men of today who will become the 
old men of tomorrow. With the exception 
of surplus and special reserves, which are 
for the additional protection of the policy- 
owner, all of the assets represent the re- 
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serve under the outstanding policies. This 
reserve with interest and future premium 
deposits assures the payment of all policy 
claims as they mature. To state it another 
way, reserve is the present value of all 
future claims. 

Over the years the American people 
have accumulated wealth for themselves 
in the form of life insurance assets at a 
remarkably steady rate. As the following 
tables illustrate, the relation of reserves to 
assets and to insurance in force has re- 
mained fairly constant during the grow- 
ing period. 





Reserves 


Year Assets 





(000 omitted) 
1900 $ 1,742,414 $ 1,443,452 
1910 3,875,877 3,225,966 
1920 7,319,997 6,307,970 
1930 18,879,611 16,231,489 
1940 30,802,154 27,237,837 
1948 47,868,665 


42,110,746 








It is interesting to observe that from 
1900 to 1948 the assets increased from 
$1.742 billion to $47.868 billions. This is 
an increase in the forty-eight year period 
of approximately $46 billions or twenty- 
six and one-half times. During the same 
period the reserves increased $40.667 bil- 
lions or twenty-seven and one-half times. 
Shown below is a statement of insurance 
in force and reserves by five year periods 
from 1920 through 1948. 


Year Insurance in Force Reserves 


(000 omitted) 


$ 6,307,970 





1920 $ 42,281,391 

1925 71,689,750 9,926,515 
1930 107,948,278 16,231,489 
1935 100,730,415 20,404,206 
1940 117,794,384 27,237,837 
1945 155,722,778 38,666,845 


1948 207,478,045 


42,110,742 


While insurance in force increased 3.90 
times during the last twenty-eight years re- 
serves increased 5.67 times. 

The reserve, in fact all of the assets of 
the companies are adequately protected by 
the insurance laws of the states in which 
the companies do business. All companies 
are under the direct supervision of the in- 
surance department of their home state. 
They are required to comply with the laws 





lin 
in 
het 


stat 
stat 
Visi 
trat 
mo: 
are 

witl 
ow! 
set. 

erec 
pan 


app! 
chas 
aid 

large 
com 
store 


ings, 
in d. 
bent 
publ; 
vate 
Othe 
ment 
ment 
worl 
are di 
Cle... 4 
ment: 
States 
of ass 


0 


6 
7 
5 
{2 





of each state in which they do business. 
Periodic examinations are conducted by 
the insurance department of the home of- 
fice state. Other insurance departments 
are invited to participate. The life insur- 
ance industry has reached its present com- 
manding financial position under the 
successful administration of the State in- 
surance departments. 

The management of the companies may 
invest the policyowner’s funds only in se- 
curities authorized by law. Life insurance 
officials consider the administration of 
these funds as a trust carrying obligations 
of integrity and good judgment far be- 
yond those experienced in many other 
types of business. In general, their invest- 
ment policies are much more conservative 
than the legal requirements. The life in- 
surance industry has developed invest- 
ment experts whose ability and sincerity is 
recognized by all. These men give the 
most thorough consideration to the prob- 
lems of investment security and yield. 
Carefully following the requirements of 
the law, they study investment trends and 
widely diversify the investments as to type, 
location and amount for the added pro- 
tection of the policyowner. 

All states permit investment in direct 
and guaranteed obligations of the United 
States Government. The majority allow 
investment in securities of United States 
possessions and territories. With some 
limitations most states permit investment 
in bonds of the Dominion of Canada and 
her Provinces. 

Also, with certain limitations in some 
states, investment in the debts of the 
states, their municipal and political subdi- 
visions is permitted. Veteran’s Adminis- 
tration, F.H.A. and conventional first 
mortgage farm and city real estate loans 
are approved investments. Real estate, 
with certain limitations as to length of 
ownership, is accepted as an approved as- 
set. In recent years housing projects 
erected and owned by the insurance com- 
pany have been approved by a few states. 

It would appear that the trend is toward 
approval by the states of outright pur- 
chase of income producing property to 
aid expansion of business, industry and 
large-scale housing. During 1947 the life 
companies purchased $122 millions in 
store, office and factory properties. 

Within regulations as to amount, earn- 
ings, etc., most states approve investment 
in direct or guaranteed bonds, notes, de- 
bentures, and preferred stocks of railroads, 
public utilities, manufacturing or other pri- 
vate industrial and business corporations. 
Other permissible loans include instru- 
mentalities of the United States Govern- 
ment and recently, in many states, the 
world bank. Investments in common stocks 
ate definitely limited as to amount, quality, 
etc., and are approved for reserve invest- 
ments in only a few of the states. Some 
states allow certain very small percentages 
of assets to be invested on a “prudent man” 





SCHEDULE A 





1938 1948 Increase 
% of % of & Decrease* 
Class Amount Assets Amount Assets Amount % 

(000 omitted) 

Bonds $14,987,516 54.0% $34,463,128 72.0% $19,475,612 130.0% 
Stocks 638,357 2.3% 1,177,098 2.5% 538,741 84.4% 
Mortgages 5,384,404 19.4% 7,976,821 16.7% 2,592,417 48.1% 
Real Estate 2,164,864 7.8% 846,728 1.8% 1,318,136* 60.9% 
Policy Loans 3,358,314 12.1% 1,734,712 3.6% 1,623,602*  48.3%* 
Cash 832,640 3.0% 694,548 1.4% 138,092*  16.6%* 
Other 388,565 1.4% 975,630 2.0% 587,065 151.1% 
Admitted Assets $27,754,660 100.0% $47,868,665 100.0% $20,114,005 72.5% 
basis, i.e., in any reasonable manner greater production and better distribution. 


chosen by the management. 


ScueEpuLe A shows the distribution of 
assets in 1948 of those United States legal 
reserve companies representing approx- 
imately 90 per cent of the total admitted 
assets of all United States companies, 
compared with distribution of assets at 
the end of 1938. 

The major change in investments since 
1938 was the very large increase in hold- 
ings of United States Government bonds 
which were purchased in aid of the war 
effort. The net increase was about $1214, 
billions or more than 250 per cent. Gov- 
ernment bonds now equal 35.6 per cent 
of assets. 

This item provides maximum safety 
but Government fiscal policy has forced 
rates to such a low point that the large 
holdings of Government bonds materially 
reduce the aggregate interest rate earned 
on life insurance assets. In relation to 
total assets, the aggregate of other bonds 
has remained nearly constant—36.8 per 
cent in 1938 and 36.4 per cent in 1948. 
Important changes in dollar amounts in- 
clude large increases in industrial bonds 
(295 per cent) and public utility bonds 
(107 per cent) and decreases in railroad 
and municipal bonds. 

Nearly all public utility companies, 
electric, telephone, water, gas, etc., have 
required and will require large sums to 
finance much needed expansion of their 
facilities for public welfare and conven- 
ience. Countless industrial and commer- 
cial enterprises are expanding to provide 


Insurance companies have been a major 
factor in these important developments 
by cautious investment of policyowners’ 
funds. 

As of June 30, 1948, public utility 
bonds represented 14.8 per cent of assets, 
industrial and miscellaneous bonds 12.4 
per cent, railroad bonds 5.6 per cent and 
Canadian Government bonds 2.6 per cent. 
Preferred stocks increased slightly from 
1.8 per cent of assets to 2 per cent, 
while common stocks remained at .5 per 
cent. While 16.7 per cent of the resources 
are invested in mortgage loans, only 1.7 
per cent are in farm loans and the bal- 
ance are secured by housing, commercial 
and industrial properties. In dollar 
amounts, farm loans are approximately 
the same as 1938, while other mortgages 
have increased nearly 60 per cent. Cur- 
rently, mortgage loans are expanding 
rapidly as insurance companies are as- 
suming a leading role in aid of the vast 
construction programs of individuals and 
businesses. 

The real estate owned account of in- 
surance companies declined rapidly after 
1938 by sale of various properties pre- 
viously acquired in satisfaction of old 
loans. In recent years insurance com- 
panies have gradually entered the field 
of ownership of income-producing prop- 
erty such as housing projects, office build- 
ings and industrial plants. It is interesting 
to note that during the past year the com- 
panies sold $79 millions of real estate and 
purchased a total of $205 millions. Real 
estate owned (1.8 per cent of assets) is 
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divided; .4 per cent residential, .6 per 
cent commercial, .5 per cent company 
used, .1 per cent farm and .2 per cent mis- 
cellaneous. 

Policy loans and premium notes, now 
at 3.6 per cent of assets, have declined 
about 48 per cent in volume since 1938. 
Policy loans outstanding increased during 
1947 for the first time in 15 years. 

Anyone would recognize the enormity 
of the job of keeping the maturities on 
fifty billion dollars in assets invested. It 
is estimated that this source alone will 
require over one and one-half billions in 
new investments during the current year. 
New money to be invested will amount 
to more than three and one-half billions 
so the total current investment require- 
ment of the life insurance companies 
alone is well over five billion dollars per 
year. This figure is constantly increasing 
through new policyowners and the in- 
crease in reserves for old policyowners, 
and therefore presents an investment prob- 
lem which is most thought-provoking. 


Since in seeking new outlets for profit- 
able investment these huge sums will af- 
fect security values in increasing propor- 
tions, it is a subject to which the controller 
should give considerable thought and 
study. To state the insurance man’s prob- 
lem simply—it is to find a sufficient num- 
ber of safe investments at an interest rate 
high enough to earn the amount required 
to meet the policy reserve plus the cost 
of doing business. 

Until recent years the assumed interest 
rates used in computing life insurance 
premiums and reserves were 3, 314 and 
4 per cent. Present rates are 214 to 3 per 
cent. As most of the business is on the 
books at an assumed rate of 3 per cent 
or above, it will take a number of years 
before much benefit is derived from the 
lower interest assumption. In order to 
break even, about 1 per cent in excess 
of the assumed rate must be earned. 
Therefore life insurance companies should 
maintain an interest rate of at least 41/4 
to 5 per cent in order to pay a nominal divi- 
dend to the policyowners. 

Thirty years ago it was not uncommon 
to find many investments in the life in- 
surance portfolio bearing 7 and 8 per 
cent interest. Twenty years ago 6 per 
cent was still the accepted rate on mort- 
gages. Even ten years ago there were 
many conservative loans made at 5 and 
SY, per cent. While it would appear that 
interest rates are trending somewhat 
stronger than during the recent period of 
extremely easy money, it will take many 
years of investment at higher rates to off- 
set the effect of the low interest rates on 
the investments now on the books. 

From the following chart it will be 
observed that the life insurance ‘earning 
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trends. With the assets now increasing at 
the rate of about 100 per cent every ten 
years, an upturn in the “earning rate” 
line is very much desired. Of course, this 
very increase only accentuates the acute- 
ness of the problem. 

For every action there is an equal re- 
action. It is only natural that lower in- 
terest rates result in higher insurance costs. 
This comes about in two ways. First, in 
computing the premium rate, a lower in- 
terest assumption results in a higher pre- 
mium. Second, a lower interest yield on 
the assets results in smaller earnings and 
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subsequently smaller dividends to the 
policyowners. 

It is obvious that a policy of low in- 
terest rates by the government results 
directly and indirectly in higher insurance 
costs and lower investment return to the 
individual as well as to the corporation. 
In any case, the public eventually pays 
for an abnormally low interest return. 
The savings account receives less or no 
interest, the building and loan certificate 
takes longer to mature or pays a lower 
return, and so it goes. Only a very small 
minority of our citizens are not directly 
affected in some way by the low interest 
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rate’ compares with the general interest rates—through a savings account, a build- 


ing and loan certificate or as a life in- 
surance policyowner or beneficiary. 

There are a number of ways in which 
life insurance has helped to reduce the 
inflation spiral. Probably the most im- 
portant was the purchase of $1734 bil- 
lions of bonds in the eight war loan 
drives. The increasing purchases of in- 
dustrial securities and city business real 
estate loans has encouraged increased pro- 
duction to meet the demand for manu- 
factured products. Farm real estate loans 
have assisted the farmer to expand his 
production of the food that is so greatly 
needed all over the world. The conserva- 
tive policy in making real estate loans 
that is followed by life insurance com- 
panies in general has retarded excessive 
land values. Premium deposits made by 
the policyowners and the payments on 
policy loans have stored up millions for 
future delivery which, if spent during 
this period of shortages, would only in- 
crease the inflation nightmare. 


Now, it may be interesting to take a 
quick look at some 1947 statistics. Insur- 
ance in force at the end of the year totaled 
$207,478,045,343. Even so, the average 
policyowner carried only $2,500 life in- 
surance and the United States per capita 
average is only $1,346. This insurance in 
force was divided into $32 billions in- 
dustrial, $35 billions group and $140.4 
billions ordinary. 

Insurance outstanding increased 74 per 
cent during the last ten years. New busi- 
ness issued during the year equaled $34.1 
billions. This was a gain over the pre- 
vious year of $545,868,908. Premium in- 
come increased $484,000,000 to $6,634,- 
702,807. Policyowners and beneficiaries 
were paid $3,440,000,000. The difference 
went to increase reserves for future pay- 
ments and to pay the cost of doing busi- 
ness. Death benefits paid were $1,485,- 
447,504 plus $25,990,575 for accidental 
deaths. 

Payments to living policyowners equaled 
56 per cent of all policy claims. These 
payments were as follows: Dividends 
$627,432,965, Matured Endowments 
$483,494,529, Cash Surrender Values 
$452,876,950, Payments to Annuitants 
$248,899,445, and Disability Payments 
$116,053,357. The average daily payment 
to beneficiaries during 1947 was over $4,- 
140,000 while the daily payments to liv- 
ing policyowners averaged over $514 
millions. 

In closing, I would like to point out 
that this great reservoir of wealth belongs 
to the policyowners of America. It is not 
private capital. It is money held in sacred 
trust for re-distribution day by day, usu- 
ally at a time when it is most needed. It 
is to appease the sorrows of death, to ease 
the burdens of age, to educate the youth 
and to dispense security in general. This 
is the true mission of life insurance assets. 
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The Control of Clerical Costs 
by Performance Measurements 


By Paul B. Mulligan 


Pipe POSITION of the office worker in the 
modern American economy constitutes 
a serious problem which, I am convinced, 
is receiving insufficient consideration from 
management. Of course, every corpora- 
tion is interested in the matter from the 
viewpoint of its own affairs. However, the 
scope and potentialities of the problem 
will be understood best when they are 
corisidered with a view toward the growth 
and overall implications of the white- 
collar worker’s situation. Therefore, be- 
fore discussing the technical phases of 
what can be done about the problem, I 
should like to define it and to give you 
some statistics concerning it. 

The office worker has grown into a 
mighty big factor in the business world. 
In the period from 1900 to 1940—the 
decades of our greatest industrial expan- 
sion—the number of factory workers in 
the United States increased by only 75% 
in startling contrast to the increase of 
356% in the number of white-collar 
workers in the same period. 

It is difficult to define and evaluate all 
of the causes of this trend. Certainly, the 
growing complexity of commercial rela- 
tionships has had an important bearing, 
and the increased demands for reports 
and statistics by government agencies has 
added to the work-load. It is my: opinion 
that an important reason for this contrast 
is that office work simply has not been 
subjected to the technical advances and 
controls which have been applied so effec- 
tively to industrial processes. 

Accurate time measurement has con- 
tributed to the layout of production lines, 
to the determination of working force 
requirements, to the compensation of 
workers, and—in the final analysis—the 
determination of a proper product cost. 
Unfortunately, the same management 
principles have not been applied with 
maximum effectiveness in office work. It 
is true that some highly repetitive jobs, 
such as those of billing groups or of cen- 
tral typing pools, have been operated on 
a measured basis. However, the vast bulk 
of clerical activities have been controlled 
merely by comparing current force re- 
quirements with those of prior periods. 
Well, that practice is a lot like shooting 
at a target without aiming at the bullseye. 
It consists of aiming at the point where 
the last best shot landed, which could be 


anywhere. Office management needs ac- 
curately determined bullseye to control its 
costs. 

The increase in office workers cannot 
help but have a tremendous influence on 
the cost of doing business—particularly 
when coupled with rising salaries and 
wages. 


A wartime survey of a large segment 
of heavy industry showed that the number 
of accounting department employees in- 
creased by 51%, but that their dollar cost 
increased by 93% during the same four 
year period from 1940 to 1944. In the 
accounting work related to sales activities, 
the average cost per invoice issued went 
up 25%. In the accounting work related 
to payroll and timekeeping, the average 
monthly cost per employee on the payroll 
increased 68%. Of course, these were war 
years affected by all of the influences that 
prevailed. Nevertheless, there is slight 
reason to believe that the trend has been 
reversed. 

Perhaps many progressive corporations 
are aware of the impact of these condi- 
tions on their own affairs, but it is over- 
looked all too often because clerical costs 
seem to get lost somehow in the general 
category of “overhead.” Well, overhead 
is a matter of increasing importance in 
itself. It affords an opportunity for 
economy and competitive advantage un- 
der current conditions. Material and labor 
costs are tending toward comparatively 
uniform levels between competing com- 
panies operating in the same general geo- 


graphical area. Even the advantages of 
superior processes and facilities tend to 
become common property as improved 
equipment becomes generally available. 

Thus far, we have considered the cleri- 
cal problem from the management view- 
point. Let’s see how it looks to the office 
worker himself. 

Quoting from current Bureau of Labor 
statistics, we find that the cost of living 
has gone up 76.2% since 1939, but that 
the incomes of the white-collar class as a 
whole have gone up only 64%. During 
the same period the average earnings of 
miners have gone up 159%; construction 
workers, 121%; factory workers, 116%; 
trade and service workers, 90% ; and pub- 
lic utility workers, 82%. 

The average factory worker with three 
dependents was earning $23.62 per week 
in 1939, and he was paying no income 
taxes. Today his average income after 
payment of small taxes is $51.17, which 
will buy the equivalent of $29.83 in 
1939. Thus the factory worker is better 
off by $6.21 in terms of 1939 buying 
power. The office worker’s viewpoint on 
this is as obvious as the fact that the state 
of imbalance cannot exist indefinitely. 

In general, there appears to be only two 
corrective trends possible. On the one 
hand, there will be a tendency for some 
types of office workers to seek factory em- 
ployment. On the other hand, there will 
be increasing pressure to correct the in- 
equity through salary increases. 

It seems evident that management can- 
not avoid the responsibility of determining 
accurately the appropriate office forces for 
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a given volume of work. This will elimi- 
nate any tendencies toward over-staffing, 
and it will provide a basis for compensat- 
ing clerical workers to the maximum ex- 
tent in accordance with the value of the 
work performed. The method of accom- 
plishing this end is the subject of this 
paper. 


Tue principles of standard costs are 
not new, and they require few comments 
to a group of controllers. Their applica- 
tion has become a rather common thing 
throughout industry during recent years. 

The time has passed when it was sufh- 
cient to budget for profit merely by spend- 
ing less than probable income. The em- 
phasis is placed now on an accurate pre- 
determination of what a given amount of 
work, or product, should cost, Thus every 
step in the manufacturing process is 
planned more accurately. Careful schedul- 
ing eliminates losses insofar as possible 
before their incurrence. Subsequently, 
variances from standard are analyzed so 
that their causes can be eliminated in fu- 
ture production runs. 

The effectiveness of this type of man- 














agement control has been little short of 
amazing in many instances. We must re- 
member that the average plant foreman 
or office supervisor qualified for his job 
by indicating unusual ability in perform- 
ing the operations that he is now super- 
vising. In general, he had little training 
in the principles of modern management 
at the time that he was awarded the re- 
sponsibility of managing his department. 
Certainly he had slight knowledge of 
predetermining working forces through 
accurate output measurement. Thus it 
was not unusual for him to judge his 
value to his employer by the scope of his 
responsibility in terms of the number of 
personnel directly responsible to him. It 
has been interesting to observe foremen 
grasp the principles of cost standardiza- 
tion after proper indoctrination. The in- 
variable result over a sufficient period of 
time has been the careful adjustment of 
personnel to work volume with conse- 
quent benefits in economy and control to 
management. 

The curious feature of the history of 
standard costs is the seeming limited rec- 
ognition of the applicability of the prin- 
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ciples to other than direct manufacturing 
processes. After all, work is work, and it 
can be expressed in terms of man-hours 
even though there may be no direct tan- 
gible product as in the case of factory pro- 
duction. This has been established by 
scores of surveys of complex office activi- 
ties by means of the Clerical Cost Control 
Technique. More recently it was proved 
by a survey of nursing activities in a hos- 
pital ward. Nothing would seem to defy 
measurement and control more than a 
nurse’s work, but it has been done. 

There are only two general types of 
work in our experience to date which 
should be regarded as outside of the scope 
of measurement. Where the job is pri- 
marily creative, such as the case of a de- 
sign draftsman, it is impractical to attempt 
measurement. On the other hand, when 
an employee is retained because his pres- 
ence is needed at a given location regard- 
less of work volume, there is no purpose 
in measurement even though it is possible 
to apply it. For example, there would be 
no advantage in determining the work- 
load of a receptionist. 

These definitions indicate that the vast 
majority of office work is suitable for 
measurement and standardized control. 
Consider the advantage to both employer 
and employee that can be opened up in 
this manner. 


1. Office Costs can be stabilized and re- 
lated permanently to work-load—te- 
gatdless of fluctuations. There is no 
longer any need for conflicting opin- 
ions as to whether more or less help is 
needed, and peak-loads can be antici- 
pated and scheduled. 

. Systems Improvements can be evalu- 
ated before installation, and costly 
mistakes can be avoided. There have 
been a surprising number of cases 
where a seemingly desirable procedure 
change proved to be more expensive 
than existing practices. In the same 
connection, the advisability of a capital 
investment in office equipment can be 
determined before the expense is in- 
curred. 

3. Comparison of Efficiency Between Of- 
fices is possible. With both functioning 
on a standardized basis, it becomes 
possible to compare the relative man- 
agement efficiency of each office. For 
example, it is possible to know whether 
the Personnel Department is run more 
efficiently than the Purchasing Depatt- 
ment. 

4. Cost of Each Report and Document 
can be determined readily, since each 
step in their preparation can be evalu- 
ated. It is not unusual for a statistical 
report to be eliminated when its cost is 
compared with its usefulness. 

5. Employee Compensation can be made 
more equitable. Present job evaluation 
plans recognize the skill level, of 
quality, of the work performed, but 
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During the country’s great industrial development of the first forty years of this century, the 
number of factory workers increased by 75% —office and clerical employment rose by 356%. 


measurement provides a means of de- 
termining the quantity of work turned 
out by each clerk. 

6. Planned and Scheduled Operations can 
provide obvious benefits in economy to 
management and service to customers. 

7. Burden of Supervision can be lessened 
through the use of measurement and 
control. 


These are the benefits that are apparent 
immediately. However, there are many 
hidden but important reasons for control- 
ling the size of the working force. For ex- 
ample, the number of clerks involved has 
a direct bearing on the amount of office 
space required and the cost of maintain- 
ing it. In addition, there is the expense of 
so-called “fringe payments,” or extra em- 
ployee benefits and remuneration. A re- 
cent survey! of 45 companies indicated 
that fringe payments averaged 1214 cents 
per hour per employee. Another similar 
survey of 198 companies resulted in an 
average figure as high as 18 cents per 
hour per employee. 


Work measurement necessarily in- 
volves the development of time standards 
since man-hours are the natural ‘‘yard- 
stick” for evaluating the size of any task. 
However, it must be recognized at the out- 
set that office work measurement differs in 
two important respects from factory time 
study. 

1. The average clerical job is a varying 
mixture of a number of activities, 
which cannot be subjected to a time 
study like that usually conducted on a 
repetitive production job. 

. White-collar workers are not accus- 
tomed to having their work stop- 
watched, and they usually dislike the 
practice. 


It was these factors that led to the de- 
velopment of our book of standard unit 
time values for most common office ac- 
tivities. In the case of our research, it was 
decided to circumvent these problems by 
paralleling the industrial practice of set- 
ting “synthetic” time standards commonly 
used in machine shops. This approach 
calls for the careful and accurate prede- 
termination of all of the time require- 
ments of a given machine tool under 
every possible operating condition. With 
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1See “Management News,’? Volume 21, Number 8, 
August 23, 1948, published by the American Manage- 
ment Association. 


these data available, it becomes unneces- 
sary to stop-watch the machining of every 
new part or product that comes along, 
since the engineer can determine an ac- 
curate time standard right at his desk if he 
knows the operations and material in- 
volved. 

It seemed reasonable to assume that de- 
pendable time standards could be deter- 
mined in the same manner for any intri- 
cate combination of clerical functions, if 
a complete manual of basic time data were 
available. Of course, it was essential that 
the figures in this handbook be developed 
through accurate and scientific time study. 
The practice of using past production 
averages was entirely too crude and inac- 
curate for practical use because (1) the 
data would be in insufficient detail and 
because (2) they would include many 
hidden factors that would destroy their 
dependability. Time study, which is a 
searching scientific analysis of working 
methods and time requirements, presented 
the only sound approach to the develop- 
ment of the basic time data. 

Accordingly, it became necessary to un- 
dertake a lengthy and pains-taking re- 
search program. Since the basic data were 
to be used eventually in establishing work- 
ing standards for a wide variety of offices, 
it was necessary to devote unusual care, 
time, and accuracy to the work. However, 
these efforts were profitable and benefi- 
cial, since the resulting statistics elimi- 
nated the need for any future time studies 
on the same operations. Thus, although 
the original research is time-consuming, it 
is possible upon its completion to make 
practical applications of work-measure- 
ment in a series of offices with compara- 
tive ease. 

With the basic time data available, we 
are now in a position to consider its ap- 
plication. This calls for a clear and com- 
plete determination of the volume and na- 
ture of the work that is done in the par- 
ticular office that has been selected for 
study, which implies the preparation of 
some type of flow chart. There are many 
methods of charting commonly employed 
in the study of office systems. In our case, 
we preferred a refinement of the process 
charting technique originated in 1921 by 
Frank B. and Lillian M. Gilbreth, because 
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it is recognized throughout industry and 
because it could be adapted easily to the 
assignment of time values. 

There is no advantage in discussing the 
technical phases of flow-charting at this 
point. Thase who desire additional infor- 
mation on the subject will find that the 
original paper by the Gilbreths? is still 
useful reference material. However, there 
are a few practical features that should be 
emphasized. 


1. Clarity and Thoroughness ate of pri- 
mary importance. A chart is incom- 
plete unless it contains the answer to 
WHAT, How, WHEN, WHERE, WHY 
and WHO on every phase of the system 
that it depicts. 

. Operation Breakdown should be in ac- 
cordance with the manner in which the 
basic time values have been set up, if 
the subsequent assignment of measure- 
ment figures is to be handled con- 
veniently. Accuracy increases with the 
fineness of the operation breakdown. 
However, the law of diminishing re- 
turns should be remembered, and op- 
erations should not be charted in ex- 
treme detail if they occur infrequently 
and if they represent an insignificant 
part of the department’s total man- 
hours. 

. Account for Every Document involved 
in the work-flow by balancing the total 
disposed of with the total received or 
originated. This will provide assurance 
of the thoroughness of the charting. 


No 
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OF course, the analyst who is conduct- 
ing the survey must secure the facts from 
a person familiar with the work-flow. We 
recommend that all of the information be 
secured from the supervisor in charge of 
the particular office and that the charting 
be done in an area removed from the of- 
fice itself. This approach is quite practical, 
and it avoids any interference with the 
normal functioning of the office. Of 
course, there will be some features of the 
work-flow that the supervisor might be 
unsure of, but he can determine the true 
facts and bring them to the analyst. 

Both the analyst and the supervisor 

2 “Process Charts,” a paper presented at the An- 


nual Meeting, December 1921, of the American So- 
ciety of Mechanical Engineers (Paper No. 1818). 
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should remember that the primary pur- 
pose of a Clerical Cost Control Survey is 
work measurement, and that they are not 
out to change the system necessarily. This 
statement is not intended to detract from 
the advantages of procedure simplification 
—but rather to bring them into their true 
light. I could quote a number of cases 
where economies were claimed for system 
changes, when the same advantages could 


have been achieved through simple work 
measurement without the upset of buying 
costly office equipment and retraining per- 
sonnel. 

Of course, if the need for minor im- 
provements is observed as the charting is 
done, they should be adopted promptly, 
and they should be charted as though they 
were in use already. On the other hand, if 
a procedure is really costly and obsolete 
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it will be evident in the survey, and work 
measurement should be discontinued until 
the right system is in operation. 

The measurement of the work-flow in- 
volves three stages—(1) the determining 
of work volume by operation for a typical 
monthly period, (2) the assignment of 
the appropriate unit time value for each 
operation, and (3) the extension of vol- 
ume statistics by the time values to de- 
velop the monthly man-hours required 
for each operation. 

If possible, it is desirable to anticipate 
the work volume figures that will be 
needed and to start any necessary count- 
ing before the charting is completed. Sta- 
tistics are usually available for all major 
operations, or else they are obtainable 
without great difficulty. However, the sec- 
ondary operations often require some re- 
search to determine their frequency of oc- 
currence. 

With the appropriate work-volume en- 
tered beside each operation on the chart, 
the analyst is ready to assign the unit time 
values. This is done by selecting the ap- 
propriate one from the book in each case 
and entering it on the chart beside the 
corresponding volume figure. Of course, 
every survey will produce a few opera- 
tions on which the analyst will not have a 
unit time value. Because of this, our own 
book has continued to grow and grow as 
we have continued to develop additional 
basic data. 

The final step in the measurement of 
the work-flow is the multiplying of the 
work volume figures by their respective 
unit time values. The resulting monthly 
man-hour figure for each operation should 
be entered beside it on the chart. 


THe completed charts constitute a se- 
quential picture of the work-flow in the 
department. Thus they depict the passage 
of papers from position to position, and 
in all likelihood each clerk’s duties will 
be scattered throughout the chart in ac- 
cordance with the manner in which they 
fit into the overall procedure. If the load 
on each position is to be analyzed, it is 
necessary to tabulate the operations on 
the chart by position. Therefore the op- 
erations are numbered so that they can be 
identified in the tabulation, and the num- 
ber and monthly man-hours of each one 
are tabulated as described. Determination 
of the work-load is then merely a matter 
of adding the man-hours for each posi- 
tion. 

It is rare that any job will show a 
proper load. We have run into cases of 
over-loads, but the reverse is far more com- 
mon for a very apparent reason. In staffing 
an office, management has usually hired 
sufficient people to handle a work-load 
which could not be measured heretofore. 
Therefore it is reasonable to expect that 
the office would be over-staffed and that 
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the work would be distributed inequitably. 

The proper reallocation of the work is 
the final responsibility of the analyst. This 
is done by indicating on the chart what 
duties can be given to different positions 
in order to bring about a reasonable load 
based on “‘a fair day’s work.” The word 
“reasonable” is used, for one reason, be- 
cause it is impractical to load each job up 
to absolute maximum. Sufficient free time 
must be allowed in each position to pro- 
vide flexibility for absences, peak loads, 
unusual occurrences, etc. The require- 
ments in this connection must be deter- 
mined by the analyst. 

Certain principles should be followed 
in this reallocation of duties. Obviously, 
functions should be assigned to assure a 
continuous and forward flow of material 
through positions, avoiding bottlenecks 
and back-tracking. It is also important to 
avoid the mixing of skill grades in any 
single position. For example, a stenog- 
rapher’s duties should not be included 
with those of a file clerk, since such a con- 
dition would necessitate the payment of a 
higher salary rate on that portion of the 
work requiring a lower degree of skill. 
The only exception to this would be in a 
small office when a new position would 
be created which would not be required 
otherwise. 

With the reallocation of duties com- 
pleted, the charts can be given to a typist, 
who can prepare a job description for 
each position by merely copying the duties 
and time statistics from the chart. The su- 
pervisor acquires in this way a convenient 
record of duties contained in each posi- 
tion, which he can use in employee selec- 
tion and training. 

As a matter of fact, these job descrip- 
tions are vastly superior to those in com- 
mon use in industry for job evaluation 
purposes—even though they are a mere 
by-product of a Clerical Cost Control Sur- 
vey. It will be observed that they have 
been derived from a factual description 
of the work-flow, and not from answers 
to a questionnaire. In addition, they are 
not only qualitative in the sense that they 
state what is done, but they are quantita- 
tive in that they state the extent of each 
task. 


SomETHING must be said about the 
proper action to be taken when a survey 
results in the uncovering of excess per- 
sonnel in an office. It is urged strongly 
that no Clerical Cost Control Survey be 
undertaken without assurances to all con- 
cerned that no employee will lose his job 
as a direct result of it. This promise 
should be adhered to in all fairness to the 
employees. Thus the installation of the 
new work-loads should be scheduled to 
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conform with normal turnover or the 
transfer of people to other departments. 

About the remaining employees, it is 
important to recognize that they have not 
been subjected to a “speed-up.” That 
word is defined as the practice of siacreas- 
ing production rates so as to require em- 
ployees to work at unreasonable rates of 
speed. It is true that remaining clerks in 
our case may be required to assume some 
additional duties, but it is done on the 
basis of an accurate and reasonable deter- 
mination of a ‘fair day’s work.” If any 
other result is achieved, the Technique 
will have been misused. 

No survey would be complete without 
giving consideration to fluctuating condi- 
tions. A means must be provided to per- 
petuate the advantages even under chang- 
ing citcumstances. 

This is done by studying the contents 
of each office position to determine the 
variable factors affecting its work-load 
and to develop a suitable control standard 
for each one. For example, assume that a 
billing clerk performs a number of duties, 
such as filing, sorting, etc., in addition to 
invoice typing. It is reasonable to assume 
that the volume of these duties bears a 
relatively fixed relationship to the main 
work of typing. Therefore, if the assigned 
work-load amounts to 157 man-hours per 
month and if the invoice volume is 1660 
per month, a suitable control standard 
(.0946 man-hours per invoice) can be de- 
termined by simple division. 


A STANDARD of this sort should be es- 
tablished for each position. Where respon- 
sibilities are mixed, two or more standards 
may be desirable in a single position. 
These should be printed in a form con- 
venient for the supervisor to use for the 
following purposes. 


1. Work Planning and Scheduling can be 

‘accomplished by estimating the volume 
and the resultant clerical requirements 
at the start of each month—or other 
convenient period. This will provide a 
basis for utilizing excessive reserve 
time for special assignments or person- 
nel transfers. Qn the other hand, it 
will permit anticipation of the need 
for additional help. 

. Performance Analysis can be accom- 
plished by using actual volume figures 
in the same manner at the end of the 
working period. Performance measure- 
ment becomes merely a matter of com- 
paring standard man-hours versus ac- 
tual attendance man-hours. Efficiency 
ratios can be used to compare the man- 
agement of two or more otherwise un- 
related departments. 

3. Cost Analysis can be accomplished by 

multiplying the total standard by the 
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average hourly rate, and the dollar 
variance can be determined by subtract- 
ing the resulting figure from the total 
payroll amount. The causes of any 
such variance can be determined in 
turn through some simple calculations 
which develop the relative costs of (a) 
overtime premium, (b) hours paid for 
but not worked—vacations, illness, ab- 
sence, holidays, etc., and (c) perform- 
ance variance. 


This form can be made so simple that 
it will require no more than about two 
hours of a supervisor's monthly time, and 
it will provide controls of great value. Of 
course, copies of each supervisor's peri- 
odic report should flow to a central point 
where top management can achieve the 
advantages of comparison and consolida- 
tion. 


In the interest of brevity, it has been 
necessary to eliminate many important 
technical aspects from this paper. How- 
ever, this general outline will illustrate to 
any controller the manner in which it is 
possible to achieve through office stand- 
ard costs the important benefits men- 
tioned in my opening remarks. They re- 
quire no further comment at this point. 
However, experience has indicated two 
interesting advantages to the Technique, 
which were not anticipated when the 
work was begun. 


1. Supervisory Training is accomplished 
on a very practical basis in the few 
short weeks that an office supervisor 
spends looking at his activities from 
the viewpoint of modern management 
practices. Some companies that have 
applied the Technique consider this 
advantage great enough to warrant 
their dropping the term “Clerical Cost 
Control” in favor of “Supervisory 
Training Program.” 

2. A Complete Technique for Office 
Analysis lies in the manner in which a 
survey is conducted. The charts pro- 
vide an audit of procedures, and they 
bring out clearly their economy and ef- 
fectiveness. The job descriptions can 
be used for a job evaluation program, 
and the final cost controls have many 
important uses, such as planning, 
scheduling, control, employee compen- 
sation, etc. Heretofore these matters 
would have been the subjects of sepa- 
rate surveys—conducted possibly un- 
der separate supervision in larger com- 
panies. 


Clerical Cost Control is a new applica- 
tion of many old and tried principles and 
has been tested in a wide variety of in- 
dustries over the past several years. It is 
hoped that it will provide the accounting 
profession with a new tool for expanding 
its important services to management 1n 
general. 
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‘PRINTED PROOF IS FOOLPROOF! 


that’s why the Printing Calculator makes all your 


figure work faster, surer, easier 


























@ Only the Printing Calculator multiplies and 
divides automatically, adds and subtracts, and 
prints every factor and answer on the tape. And 
only with the printed tape do you avoid what 
other calculators require—re-running problems 
for proof (wastes time) and copying answers 
from hard-to-read dials (invites errors) .For only 
the printed tape gives you immediate proof of 


accuracy plus permanent proof for your records. 
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Whatever your figure requirements, the Printing Calculator 
promises faster, easier, less costly operation. It gives you 10- 
key touch control, electrified feature keys, automatic com- 
pletion and clearance ... time savers, work savers, money 
savers all. For the whole cost-cutting story, call your 

local representative, or write Remington Rand Inc., 

Dept. CR-11, 315 Fourth Ave., New York 10, N. Y. 





“Clip the printed tape to your invoices and state- 


ments. Customers appreciate this proof of accuracy.” 
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Cost and Cost Control Variations 


By &. 7: Gessner 


ANY PAPERS have been written and 
M numerous discussions have been 
held concerning “‘costs’’ and “‘cost con- 
trol” and the preparation of budgets 
and cost procedures to govern future 
control over operating expenditures. 
Both subjects cover many angles and 
the discussions have revealed the need 
for a thorough explanation of the vari- 
able and non-variable elements of costs 
and expenses. 

It is believed that a statement dealing 
with the “Variable and Non-Variable 
Costs and Cost Control” would prove 
helpful as a guide in analyzing the vari- 
ous activities involved and in determin- 
ing, through the use of the ‘Variable or 
Economic Profit Principle,” the effects 
of changes in volume and/or costs and 
expenses. This paper, therefore, is of- 
fered to illustrate a method of analysis 
covering Prime Costs, Burden Rate 
Study, and a Budgeted Control of Manu- 
facturing Expenses through a compila- 
tion of a Daily Manufacturing Expense 
Report. 

Over a period of years there has de- 
veloped a natural division of costs and 
expenses into three classifications: 


1. Costs and/or Expenses which 
fluctuate more or less directly with the 
changes in volume of production or out- 
put. 

2. Costs and/or Expenses which vary 
at different volume levels, but not di- 
rectly proportionate to the fluctuations 
in unit volume of production or output. 

3. Costs and/or Expenses which, de- 
spite variations in volume, remain rela- 
tively fixed, whether or not factory op- 
erations are performed at capacity or is 
shut down. 


In the first mentioned category are 
the identified ‘Variable’ or ‘‘Out-of- 
Pocket’”” Costs. The second class of 
Costs and Expenses are known as ‘‘Non- 


Variable,” while the third class are com- 
monly expressed as “Fixed” in their na- 
ture. 


It is apparent that the material actu- 
ally entering into the manufacture of a 
product and the labor expended in its 
fabrication will vary directly with the 
number of produced units. These two 
elements, with the addition of the vari- 


able portion of manufacturing and non- 
manufacturing expenses, such as pro- 
cessing supplies and packing, loading 
and shipping expenses, ordinarily com- 
pose the “Variable” costs, and remain 
constant in amount per unit of produc- 
tion. 

The second class of Costs and Ex- 
penses include such items as: Super- 
visory Personnel, Inspectors, Timekeep- 
ers, Billing and other Clerical Workers, 
Special Tools, Dies, Jigs, etc., Office 
Supplies, etc., and are known as ‘‘Non- 
Variable” because within certain volume 
ranges the total amount thereof will re- 
main relatively constant. 


Tue amount per unit of product, how- 
ever, will not remain constant, as in the 
case of “Variable” Costs and Expenses, 
but will vary in indirect proportion to 
the changes in volume. Unless carefully 
guarded against, there may be a ten- 
dency, because of the term ‘“Non-Vari- 
able,” to look upon this class of Costs 
and Expenses as uncontrollable. The 
costs of tools, number of supervisory 
personnel and other workers are within 
the control of the management, and spe- 
cial care must be taken to insure that 
the total bears a well-balanced relation 
to the volume of production and sales. 

The third class of expense embraces 
items of a quite different character, 1.e., 
Insurance, Property Taxes, Rentals, De- 
preciation, etc., which remain relatively 
fixed regardless of fluctuations in vol- 
ume (regardless as to whether or not 
a plant operates at capacity or is shut 
down). 

The distinction between “Variable,” 
“Non-Variable,”’ and ‘Fixed’ costs and 
expenses is of major importance in 
maintaining an effective accounting con- 
trol and in obtaining a general under- 
standing of ‘Economic Profit.” 

The following simple example, as ap- 
plied to “Economic Profit,” is appropri- 
ate in this instance. 

Assume, for instance, that a compara- 
tively small manufacturing company is 
producing a product at a cost of $100 
per unit, and that all of its costs and ex- 
penses are classified as “Variable,” 
which means that for every single addi- 
tional produced unit the total costs are 
increased by $100. 

If this company were to agree to ac- 
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cept an order for 1000 units of their 
product at $90 each, it would, on this 
specific transaction, suffer a loss of $10 
for each unit sold on the agreement, or 
$10,000 in the aggregate, because its 
total costs would increase $100,000 
while its revenue would increase only 
to the extent of $90,000. In this case, 
where all costs and expenses are vari- 
able with volume, there would be no 
economic or financial advantage in ac- 
cepting the sales order of the 1000 units 
at a reduced price. 

For our purpose let us assume in this 
same company the “Variable” or “Out- 
of-Pocket”’ costs, instead of being $100 
per unit, are only $85 per unit and that 
the ‘“Non-Variable” and ‘Fixed’ costs 
and expenses (those which remain rela- 
tively constant despite fluctuations in 
volume) amount to $65,000 per year. 
Further, suppose that the company has 
a normal producing capacity of 7500 
units per year, but that it is actually 
producing at the rate of 5500 units per 
year. Confronted with this set of circum- 
stances, an opportunity arises to sell 
1000 additional units at a price slightly 
below the total ‘‘accounted” cost. 

If the order for the 1000 units is ac- 
cepted, the company would then be op- 
erating at a productive output of 6500 
units per year and the resulting ac- 
counted unit cost would be as follows: 





$85 





Variable Cost per Unit 
Fixed and Non-Variable Costs 
$65,000 — 6500 units 10 


Total Accounted Cost per Unit het 





On the supposition that the order for 
the 1000 additional units called for a 
Net Sales Price of $90 per unit, the 
company would to all outward appear- 
ances suffer a loss of $5 per unit, or a 
total of $5000. This, however, would 
not be the true result, for the supposed 
net loss of $5000 would in reality re- 
sult in a greater aggregate “Economic 
Profit” of $5000 than if the order were 
not accepted. 

This seemingly contradictory state- 
ment—that the company under the 
above presumed circumstances can make 
more profit by selling the additional 
1000 units at less than the total ac- 
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counted costs of $95 each—is to be 
found solely in the “Fixed” and ‘Non- 
Variable’ Costs and Expenses which are 
necessarily incurred whether or not the 
sale of the 1000 additional units be- 
comes an accomplished fact. The pro- 
duction of the 1000 extra units occa- 
sions an additional outlay of $85,000 
for the ‘Variable’ costs, which would 
not be incurred if the order were re- 
jected. The “Fixed” and ‘Non-Vari- 
able’’ Costs and Expenses are in no way 
involved since they are already com- 
mitted for and will continue at the 
$65,000 level. The sale, however, of the 
additional units brings in a revenue of 
$90,000 which results in a difference be- 
tween Net Sales and Out-of-Pocket 
Costs of $5000 ($90,000-$85,000) or, 
in other words, an additional $5000 of 
“Economic Profit.” 

To the degree costs are Fixed and 
Non-Variable, greater changes in profits 
result from fluctuations in production 
and, in turn, sales volumes. If there is 
an increase in the sales of a business 
with relatively large fixed costs, the 
total expenses do not increase in pro- 
portion; consequently, profits expand 
more rapidly than sales. On the other 
hand, if sales were to decline, all ex- 
penses do not drop in proportion and 
profits fall away more rapidly than the 
volume of business. 


Aisin out of the relationship of vol- 
ume, costs and profits, developed a 
method of determining the effect of 
costs and selling prices on volume, par- 
ticularly where quite an intricately re- 
lated group of product lines are pro- 
duced and sold and where it is most 
essential to be currently informed as to 
just how each line of product fits into 
the financial picture from the standpoint 
of: 


1. The importance of each product 
as a source of profit. 

. The cost and expense of selling the 
product. 
3. Volume 
prices. 

4. Stability of the product itself. 


Nm 


obtainable at various 


This method has become known as 
the Variable or Economic Profit Method. 

There is no more important yardstick 
of measure or medium of control for 
commercial management than the Vari- 
able or Economic Profit Method of cost- 
ing. It should be understood thoroughly 
by the Accounting and Financial Or- 
ganization and closely followed, in or- 
der that Management may be provided 
with factual data which is so essential to 
obtain a proper balance between the 
various elements of the business. 

A thorough knowledge of the nature 
of each cost and expense element is ne- 
cessary to effectively (1) maintain vol- 
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ume; (2) secure cost control and cost re- 
duction; (3) secure sound prices at vari- 
ous levels. The effect of manufacturing 
cost reductions, by the application of 
these improved methods, can be more 
adequately measured when the cost ele- 
ment factors are definitely and thor- 
oughly known. 


CLASSIFICATION OF COSTS AND EXPENSES 

The following supplementary data is 
offered as a further explanation of the 
various elements of costs and expenses. 
The major classifications of ‘Out-of- 
Pocket”’ or ‘‘Variable’’ costs are as fol- 
lows: 


1. Direct Material. 

2. Freight and other Inbound Trans- 
portation. 

3. Direct Labor (otherwise known as 
Productive Labor). 

4. Royalties. 

5. Variable Manufacturing Expense 
as Burden. 

6. Variable 
penses. 


7. Cost Adjustments, such as vari- 
ances from established Material and La- 
bor Standards. 


8. Provision for Inventory Adjust- 
ments. 


Non-Productive Ex- 


9. Provision for Guarantee, Service 
and Installation. 


It will be noted that each of the above 
elements of ‘Variable’ cost and expense 
is directly associated with each indi- 
vidual unit produced and sold. If one 
more unit is made or sold, the aggregate 
“Variable Cost” is increased by the unit 
sum of these items; if one less unit is 
made and sold, the aggregate variable 
cost is reduced by the sum of these 
items. 

This requirement creates the demand 
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for the greatest possible accuracy in the 
allocation of costs and expenses into 
the three classifications, namely: Vari- 
able, Non-Variable, and Fixed. If, 
through the use of too broad and sweep- 
ing a process of allocating the costs and 
expenses into these classifications, too 
much is classified as “Variable,” or 
“Out-of-Pocket,” the calculated Vari- 
able Cost will be much higher than is 
actually the case, and the calculated Eco- 
nomic Profit lower than the actual. 

It follows that after determining the 
variable items entering into the ‘“‘Out-of- 
Pocket” cost, the remainder will repre- 
sent the amount of Fixed and Non-Vari- 
able expenses. These ‘Fixed and Non- 
Variable” expenses cover the amount of 
the payroll and other items which will 
remain relatively constant within cer- 
tain ranges of volume. 


In examining and considering the ex- 
pense required for the various volume 
levels, it is always desirable to keep in 
mind the ‘“‘Break-even Point” of oper- 
ations or, in other words, the sales point 
at which all the Fixed and Non-Variable 
Expenses are completely absorbed and 
Net Income on Operations begins. This 
point should not be so high as to pre- 
vent the elimination of losses in periods 
of low volume or to offset the advan- 
tages of Economic Profit in the more 
favorable periods of business. 

You should be prepared to portray, 
in a graphic way, the major components 
of Economic Profit, Out-of-Pocket Costs 
or Variable Expenses, Non-Variable and 
Fixed Expenses at changing volumes, 
running from almost a zero volume at 
the lower left through the “break-even 
volume” on “Standard Volume” or bud- 
get volume as in between points of an 
extensive and intensive volume of “‘in- 
dex volume.” 

The vertical plottings might be con- 
sidered as the elements of Costs, Ex- 
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penses and Economic Profit—the total 
of which represents the Net Sales. The 
variable items, such as Productive or 
Direct Material, Productive Labor, Vari- 
able Manufacturing and Non-Produc- 
tive Expenses, might be classed as the 
proportionate “index volume” or the 
Net Sales line. The spread between the 
sales line and these variable items, after 
the break-even point has been reached, 
represents the Economic Profit. 

The “Fixed and Non-Variable Ex- 
penses” could be superimposed on the 
“Variable or Out-of-Pocket Cost’ to 
compute the total costs and to deter- 
mine the break-even point, as well as 
the consistency of amount, regardless 
of volume, and the diminishing unit 
cost due to increasing volume. 


Tue chief value of an overall volume 
and profit graph is derived from the 
evidence it presents of the beneficial re- 
sults to be obtained from producing and 
selling strong and well priced products 
with the direct object of increasing the 
overall profit. In a product profit study, 
it can also indicate the reasonableness 
for continuing, discontinuing or mar- 
keting greater volume in a sales pro- 
gram. The Net Income line or profit 
area, as will be revealed by your graph, 
increases rather rapidly with a rela- 
tively small percentage increase in vol- 
ume. 

Obviously, a chart of this nature per- 
mits evaluation of expense levels and 
profits at various volumes. Actually the 
expense ratio to volume remains be- 
tween a volume range of slightly below 
the point of break-even to a point just 
beyond the budget volume or capacity 
for a particular year. At sales volumes 
lower or higher than these respective 
points, the level of expense would 
probably change and therefore necessi- 
tate the redrafting of a new chart. 

The cost and expense ratios devel- 
oped for budgeting purposes should be 
compared currently with actual costs 
and expenses. Variations from original 
budgets or estimates are to be expected 
and may result from one or more causes, 
1.€.: 

1. Machinery and Equipment difficul- 
ties. 

2. Tool breakage. 

3. Unusual heavy expense occasioned 
by faulty material or workmanship; 
other high scrap losses and rework 
charges. 

4. Poor scheduling on materials. 


These would constitute temporary 
variances and would not necessitate a re- 


THE CONTROLLER........... 


vision of initially assumed budget or 
standard expense levels. On the other 
hand, variances might exist by reason 
of a permanent character, such as the 
following: 

1. Increased Material 
changes in market prices. 

2. Increased Labor Cost due to (a) 
revisions in hourly wage rates; (b) 
changes in design or policy with regard 
to improving the quality of the product, 
etc. 

3. Increased expenses due to other 
labor rate adjustments such as vacation 
allowances, holiday allowances and 
other currently paid allowances which 
increase costs and expenses. 

4. Increased expenses due to installa- 
tion of equipment for manufacture or 
assembly of materials previously pur- 
chased from outside sources of supply. 


Cost due to 


Such changes, of course, have a most 
important bearing on the profitableness 
of operations and on all matters of ac- 
counting control. A continuing observa- 
tion of all conditions involved in the 
determination of ‘Variable,’ ‘“Non-Vari- 
able” and ‘Fixed’ costs and expenses is 
essential. 


MANUFACTURING EXPENSES 

Fixed Charges 

There is that group of expenses which 
are generally fixed in amount regard- 
less of fluctuations in volume and there- 
fore will not enter into ““Out-of-Pocket 
Costs.” Exceptions, however, exist in 
the cases of additional insurance cover- 
ages, taxes, rentals on temporary addi- 
tional quarters, but only provided these 
charges may be eliminated when volume 
declines. The inclusion of ‘Fixed 
Charges” in costs for inventory pur- 
poses will be covered in a subsequent 
article. 


Variable and Non-Variable Charges 
Indirect Labor—Salaries and Wages 
This Non-Variable expense princi- 

pally represents the Salaries and Wages 

of the Factory Supervisory Personnel 
and clerical workers, building and 
property attendants, shipping and re- 
ceiving clerks, inspectors, etc., compris- 
ing the nucleus organization which is 
required and which will remain rela- 
tively constant. The remaining portion 
to be classified as “Variable,” such as 

Overtime Premium and Shift Differ- 

ential, Salaries and Wages of Material 

handlers, etc., varies with the volume of 
production passing through the factory. 


Operating Supplies 
Non-Variable Expenses charged to 
this group consist mainly of stationery, 
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office supplies, fuels, janitors’ supplies, 
etc., required for factory operations in 
the lower range or standard volume of 
production; the excesses over these 
minimum requirements are to be con- 
sidered as Variable Expenses. Supplies 
used in processing varies with produc- 
tive volume. 


Tools (Perishable and Permanent) 


The cost of small hand tools, such as 
drills, arbors, cutters, hammers, knives, 
etc., should be classified as variable as 
this cost varies according to the number 
of workers and volume. 

The cost of special tools, dies, jigs, 
etc., should be treated as part of Cost 
of Sales since the cost is on the basis of 
usage and is considered constant irre- 
spective of volume. 


Utilities 

Services of this nature will vary 
within reasonable limits with produc- 
tion. The Non-Variable portions might 
be ascertained on the basis of experi- 
ence. Where services are purchased and 
there is a minimum demand charge, it 
might be desirable to pro-rate the de- 
mand charge as the Non-Variable. 


Maintenance, Repairs and Alterations 

The non-variable expense contained 
in this group includes the essential costs 
of maintenance during a “shut-down,” 
maintaining the property for factory 
operations in low ranges of production, 
major plant and equipment rearrange- 
ments of a non-recurring nature, etc. 

The variable portion contained herein 
is only that expense which arises from 
additional usage of plant and equipment 
due to increased production volume. 


Employees’ Insurance, Taxes, ete. 

The distribution of this group should 
closely parallel the apportionment of 
Indirect Labor—Salaries and Wages 
and the Direct or Productive Labor into 
the two expense classifications as defined 
previously. Insurance and taxes applica- 
ble to productive wages obviously are to 
be treated as “Variable,” since such will 
increase or decrease in direct proportion 
to the number of production workers. 


Losses, Errors, Defects and Delays 

For practical purposes, this group 
should be considered entirely as variable 
as scrappage, reworking or salvaging or 
repairing of parts and materials gener- 
ally varies with the production volume. 


Miscellaneous Expenses 
The non-variable expenses under this 
group consist principally of Traveling 
Expenses, Telephone and Telegraph, 
Welfare, Memberships, Dues and Sub- 
scriptions, etc., which do not fluctuate 
(Continued on page 600) 
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Concepts for Accounting Measurements 
of Physical Asset Values and Consumption 


by Franzy Eahin 


MA PROGRAMS and magazine articles 
of value to businessmen and account- 
ants have raised questions concerning con- 
cept of income and method of providing 
for replacement of assets consumed in 
production. 

Here are a few quotations: 
“Changing Accounting and Economic Concepts 
Affect Methods of Inventory Pricing’’—Car- 
man G. Blough, C.P.A. Director of Research, 
A.1A., Journal of Accountancy, p. 204, Sep- 
tember 1948. 
"Spiraling costs and prices are adding new, ur- 
gency to the ever-present problem of how bust- 
ness should present accurately its operational 
results in financial reports. A trio of experts 
differ... at the 61st annual meeting of the 
American Institute of Accountants’’—News Re- 
port, Chicago Journal of Commerce, September 
22, 1948. 
“The question today ... is whether the ac- 
counting profession must begin. to expand its 
techniques and its fundamental concepts .. .” 
—Henry Keyserling, THE CONTROLLER, Sep- 
tember 1948. 
“Accounting must make up its mind in the 
near future .. .’—William Blackie, Vice 
President, Caterpillar Tractor Company. 


Recent addresses and the quotations just 
given create the impression that there is 
violent disagreement about a fact or a 
theory. I do not know how many of the 
speakers and writers believe that they 
should endeavor to convert others to a 
particular view of these matters which is 
superior to all other concepts. 

The fact is that each competent speaker 
or each informed writer on these subjects 
has no quarrel with any other competent 
speaker or informed writer. What appears 
to be a dispute is, in reality, a babel of 
voices speaking of several distinct mat- 
ters. It is unfortunate that there appear to 
be disputes as to proper accounting and 
appropriate presentation. All of us are be- 
ing injured by this babel of voices. The 
several views currently being expressed 
are pointed to as evidence of lack of con- 
cepts, as evidence that accounting is not 
a science but a method of expediency, and 
as evidence that managers, capitalists, and 
accountants are in a conspiracy to deceive 
and exploit others. 

The apparent conflict of ideas arises 
from the multiplicity of definitions given 
to terms. It exists because of our failure 
to define terms carefully so that they ac- 
curately describe the factual concept that 
is to be considered. 

The confusion concerning accounting 
principles, valuations of inventories, 


CONCEPT 


Financial concept at cost 


Current value concept of matching costs and incomes through pe- 


riods of time 


Current value concept of position at a point in time, viz. end 


of 1947 


Constant value concept through successive periods of time with 


the average for 1939 established as a base 


amount of depreciation to be included in 
current product costs, and the determina- 
tion of the adequacy of funds to replace 
depreciable assets can be easily resolved. 

A study of these matters discloses that 
there are four distinct concepts by which 
accounting measurements must be made 
if several facets of these matters are to be 
reported in understandable fashion. Three 
of these concepts are used by accountants 
and the fourth one is a tool of economists. 

The accounting concepts are: 

First—A financial concept of cost 

Second—A current value concept for 
matching costs and incomes through a pe- 
riod of time 

Third—A current value concept of 
position at a point in time. 

The fourth is an economic concept, 
namely, a constant value concept through 
successive period of time. 


One illustration will indicate the na- 
ture of these concepts and the meaning of 
measurements thus made. 

Assume that in 1913 a building with a 
useful life of 40 years was constructed at 
a cost of $100,000. The average construc- 
tion cost of building in 1913 is fixed in 
the Americal Appraisal Company’s index 
as 100. For 1939 this index was 200; for 





FRANZY EAKIN, a frequent contributor to THE 
CONTROLLER, is vice-president of A. E. Staley 
Manufacturing Company, Decatur, Ill. His first 
article in our pages appeared in June 1937 and 
explained how ‘‘New Methods of Accounting for 
Profits Would Improve the National Economy.” 
Thereafter Mr. Eakin covered such subjects as “The 
Control of Capital Expenditures,” ‘Special Reports 
to Employees,” and ‘Defense, Business and Democ- 
racy.” A certified public accountant, Mr. Eakin is 
also president of Economic Accounting, Inc., De- 
catur, a non-profit corporation devoted to research 
in economics and accounting. 


DEPRECIATION 
Accruing Accumulated 
during total at 
1947 end of 1947 
$ 2,500 $ 87,500 
10,750 179,150 
94,150 409,500 
5,000 175,000 


December 1946, 371; for the year 1947, 
430; and for December 1947, 468. 

The measurement of depreciation ac- 
cruing during the year 1947 and the ac- 
cumulated total for 35 years, 1913-1947 
inclusive, compare as shown above. 

Each of these concepts is superior to all 
others for its particular purpose. Any ar- 
gument about the superiority of one con- 
cept for all purposes over the others is 
foolish and worthy only of minds so 
poorly disciplined as to be unable to dis- 
tinguish one facet of a business or eco- 
nomic situation from any of its other 
facets. Time and space allow only for a 
very dogmatic statement as to method. 

All books of accounts should be kept 
to record financial costs and to report 
in accordance with accepted accounting 
principles applicable to historical costs. 
The entry of inventories at LIFO amounts 
and of capital assets at appraised amounts 
into books of accounts creates a condition 
that defies understanding. The current 
value concepts and the constant value con- 
cept should be related to the financial cost 
concept by appropriate indices. These in- 
dices should be determined by economists, 
accountants, and business executives. 

A few other dogmatic statements are 
required. 

Income taxes computed on any basis 
will create some inequities. Possibly the 
constant value concept would produce the 
smallest measure of inequities. No system 
of pricing or taxation can be devised that 
will assure provision of funds to replace 
depreciable assets. 

Finally, I give you a recommendation: 
As accountants and as businessmen let us 
understand these four distinct concepts 
and let us use words and measurements to 
convey clearly to our audiences and read- 
ers the purpose to be served and the meas- 
urements required for that purpose. 
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Minimum Billing Policy Adopted 

A double-purpose drive, aimed at reducing costs of han- 
dling orders at the factory and at diverting small orders to 
local distributors, has been started by the industrial products 
division of Stewart-Warner Corporation. 

Beginning September 1, the new program, a national 
“minimum billing policy,’ required that all orders to be 
filled by the factory equal or exceed a minimum amount of 
$5 per order. 

The drive is a result of an analysis of factory expenses and 
costs, on a basis of developing methods of reducing exces- 
sive costs of handling small orders, according to Stewart- 
Warner statements to industrial buyers, The New York 
Times reported. 

Small orders had shown a disproportionate ratio of costs, 
and it was urged that all industrial purchasing agents aid in 
reducing these burdens by consolidating as many items as 
possible on one order. The firm said this would eliminate 
situations in which the amount of the billing was less than 
the actual expense of handling the order. Attention was also 
called to the fact that small orders involved high purchasing 
costs, which might be profitably reduced. 


Production: Plus and Minus 


If the nation's turnout of goods and services holds to the 
recent hot pace, it'll amount to a quarter of a trillion dollars 
a year—and call for higher arithmetic to keep it straight. 

The flood of goods produced and services rendered 
reached the high annual rate of $248 billions in the second 
quarter of this year, according to a Commerce Department 
report. 

That compares with totals of $231,636,000,000 for the 
whole of last year and $204 billions for the year before. 

But there were at least a couple of thorns. The department 
noted that: 

1. A major part of the swollen value merely reflected in- 
flation—higher prices and wages. In consumer goods, espe- 
cially, value—that is, prices—vose more than the quantity of 
things produced. 

2. Industrial production was dipping in June as a result 
of shortages of material. But that was more than offset by in- 
c#ases in the value of farm products and of various services 
—by doctors, dentists, sales clerks, auto mechanics, etc. 


Installment Credits Rise 


Of the $8.5 billions rise in total consumer credit in three 
years after the war, an estimated 62 per cent is accounted for 
by installment credit. This does not include charge account 
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balances, or single payment loans, “Business Comment” of 
the Northern Trust Company of Chicago stated recently. 
Installment credit accounted for more than 80 per cent of 
the rise in total consumer credit between 1938 and 1941, and 
for 90 per cent of the subsequent decline in the war years, 
the publication declares. 


Advice Across the Seas 

Speaking of controls, the British Economist John Jewkes 
in his book, ‘‘Ordeal by Planning,” describes the vast mesh 
of controls in Great Britain that now circumscribe everyday 
action. For example, the dispatch of a small shipment of 
six drums of lubricating oil involves the filling in of 46 
forms, requiring 42 signatures, not including the customer's 
invoice. 


Perhaps what is needed is a John Bull version of Uncle 
Sam’s Advisory Council on Federal Reports. 


Can Mechanization Be “Rentalized’’? 

A survey of replacement and depreciation policies by the 
Machinery & Allied Products Institute brings forth, in ad- 
dition to other findings, that “less than half of all machinery 
manufacturers assist their customers in financing the pur- 
chase of their products, that only about one fifth take used 
equipment in trade, and that only one tenth make a practice 
of placing their products in customer plants on a rental basis.” 

As for this last point, it is interesting to note that only 
one fifth of the respondents believe that it would improve 
customer mechanization if equipment were more generally 
available for rental. This runs counter to the belief of some 
students of the subject. 


How Not to Succeed! 

With the Dale Carnegie fraternity and their forebears 
over the years giving us advice on one variation or another 
of the theme ‘How to Succeed,” it is refreshing to note a 
study by a Chicago research body which provides reasonable 
guarantees on how to avoid succeeding. 

Some of the findings, as reported by Natzon’s Business, 
have a familiar ring, for example: lack of broad vision (the 
detail man), inability to meet responsibilities, overambition 
(the man who wants to run before he has learned to walk), 
arrogance towards subordinates, and resistance to authority. 

Other findings were more surprising, such as the un- 
conscious desire “to be something or some one else.” Per- 
sonal prejudices which interfere with judgment are not un- 
common. Overemphasis on work leads to unbalance. 

A more subtle cause of failure, so the researchers found, 
was called “gravitation toward self-destruction.” 

Affected by deep, irrational beliefs of unworthiness, ex- 
ecutives in this group have a yearning for failure and bog 
down in the face of the big opportunity just to prove they 
were right all along about their shortcomings! 

Thus—‘if at first you don’t succeed” (and don’t want to) 
just concentrate on one or more of the minus attributes 
above. 

Meanwhile, we'll toast your success in failing and/or 
failure in succeeding. —PAuL HAASE 
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@ Yes, you can cut microfilming costs 
as much as 60% .. . get your work 
out faster with fewer machines and 
still fewer operators . . . greatly re- 
duce microfilm filing space, too. . . 
by using the amazing new Bell & 
Howell Filmo Microfilm Recorder. 


OF ADVANTAGES STREAMLINE 
YOUR MICROFILMING 


AUTOMATIC FEEDER. Replaces hand feeding. Lets 
one operator run two machines. Increases ma- 
chine capacity to as many as 250 bank-check- 
size documents per minute! Practically elimi- 
nates idle-machine time. 


MORE RECORDS PER FILM. When photographing 
only one side of documents, the film passes 
through the camera twice, with half its width 
being used each time. This exclusive Filmo fea- 
ture means that each film holds up to 4 times as 
many documents. . . saves film changing time, 
film developing time, and film storage space. 


PHOTOGRAPHS TWO SIDES AT ONCE, TOO 
Shift a lever, and Filmo Microfilm Recorder is 
set to record both sides of documents, placing the 
two images side by side on the film. 


3 =/ 





1 Using the Filmo Micro- 
film Recorder. Machine 
runs without attention 
while operator loads a 
second automatic feeder. 


2 Up to four times as 
many documents per film 
because each film carries 
two rows of images. 


3 Front and back of 
each document may be 
recorded side-by-side by 
setting a lever for two- 
sided photography. 


New Filmo Microfilm Reader Now Available 


Filmo Microfilm Reader shows sharp, clear, easily- 
read, enlarged images of microfilm records. Filmo 
Automatic Film Processor develops, dries, and 


spools microfilm automatically. 


Competent service for all Filmo Microfilm Equip- 
ment is provided through strategically-located Bell 


& Howell branch offices. 


WRITE TODAY for the full story of the moneysaving, 
timesaving Filmo Microfilm Recorder. Address 
Bell & Howell Company, 7160 McCormick Road, 


Chicago 45. 
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Y. SIDDALL, Comptroller of The 

. Procter & Gamble Company, Cin- 
cinnati, O., was unanimously elected 
President of the Controllers Institute of 
America for the term 1948-49 at the 
17th Annual Meeting of the Institute, 
held October 10-13, at the Hotel Com- 
modore, New York. 

Mr. Siddall became a member of the 
Institute in 1938 and holds certificate 
number 1246. He has been prominently 
active in the work of the organization, 
having served as a National Vice-Presi- 
dent 1944-46; as a National Director 
1944-47; as Chairman of the National 
Budget and Finance Committee 1946- 
47; and as General Chairman of Indus- 
try Conferences at the Institute's 1944 
Annual Meeting. 

Previously he acted 
Secretary, Vice President and President 
of the Cincinnati Control. 

A graduate of the University of Cin- 
cinnati, Mr. Siddall was first associated 
with Emery Industries as Assistant Pur- 
chasing Agent before joining The Proc- 
ter & Gamble Company in 1926. He 
became Manager of the Cost Depart- 
ment in 1931, Chief Accountant in 
1939, and in 1942 was made Comp- 
troller of the company and member of 
the Administrative Committee. 

Besides the Controllers Institute, Mr. 
Siddall is a member of the National 
Association of Cost Accountants and 
belongs to numerous fraternities—so- 


as Treasurer, 
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K. Y. Siddall Is Elected 


President of Institute 


cial, scholastic, and honorary: Alpha 
Tau Omega, Beta Gamma Sigma, 
Alpha Kappa Psi, Pi Delta Epsilon, 
Cincinnatus, and Sigma Sigma. In addi- 
tion, he is a member of Queen City 
Club, Cincinnati Country Club, Wyo- 
ming Golf Club, and Clearview Canter 
Club. His hobbies are golf and saddle 
horses. 

Mr. Siddall is also active in commu- 
nity affairs, being a member of the 
Board of Directors of the Cincinnati 
Red Cross, Budget Consultant for the 
local Community Chest, and a member 
of the Chamber of Commerce. He also 
serves on the Suburban Branch Board 
of Management of the Y.M.C.A. and 
on the Committee of University of Cin- 
cinnati Alumni Fund. 

In accepting the presidency of the 
Controllers Institute, Mr. Siddall said 
he regarded the election as a challenge. 

“The economic outlook of our own 
country (and the whole world),” he 
continued, “‘cannot, by any stretch of 
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Five special booklets embodying papers and 
addresses presented at the 17th Annual Meeting of 
the Controllers Institute are being published and 
will be sent to all members. Titles in the series are: 


“Accounting, Budgeting and Cost Control” 
‘Replacement Costs and Depreciation Policies’’ 
“Tax Principles and Problems’’ 


“Incentives, Payrolls and Social Costs 


“New Horizons for Our Economy” 
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the imagination, be called a happy one. 
The entire situation is a direct threat to 
our economic security. Some industries 
are suffering because of an oversatu- 
rated market for their products . . . at 
the same time other industries . . . are 
being asked to limit domestic sales so 
that goods will be available for the 
Marshall Plan and military needs. 

“So, without deriving any particular 
pleasure from the business outlook, we 
must conclude that it does pose great 
challenges. We controllers face today 
just as great an opportunity to show the 
true worth of our profession through 
service to business and Government as 
we have in any of the past seventeen 
years. 

The present problems of business 
are many and varied, Mr. Siddall went 
on, pointing out several as being of 
particular interest: 

Financing the increased needs for 
working capital and fixed asset expan- 
sion; 

Maintaiming sufficient volume to 
keep sales above the break-even profi 
point; 

Profit rates—"'the indis pensability of 
a regular, healthy profit that continues 
to pay wages, expand the business and 
make new jobs’; 

Delivered vs. f.0.b. pricing; 

Economic accounting for current 
prices. 


In conclusion, Mr. Siddall exhorted 
controllers to be alert because there is 
a big job ahead. 
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Christian E. Jarchow Is 


New Chairman of Board 


HRISTIAN E. JARCHOW, Vice Presi- 

dent and Comptroller of the Inter- 
national Harvester Company, Chicago, 
and President of the Controllers Insti- 
tute for the past year, was elected 
Chairman of the National Board of 
Directors for the 1948-49 term at the 
17th Annual Meeting of the Institute 
on October 11. 

Mr. Jarchow previously served as 
Vice President of the Institute for two 
years, 1945-47, as a National Director 
1944-48, and as Chairman of the Na- 
tional Committee on War Contract 
Termination Policies and Procedures 
1944-45. A member of the Institute 
since 1935, he holds certificate number 
568. 

Mr. Jarchow is well known to mem- 
bers of the Institute, having addressed 
many local meetings and regional con- 
ferences. He has also been represented 
in the pages of THE CONTROLLER 
several times—his most recent contri- 
bution being “Industry Reports to the 
Consumer on Prices, Costs, and Profits” 
in the October issue. 

In his address as retiring president, 
Mr. Jarchow reported that he felt for- 
tunate to have carried the responsibility 
as president “in a year during which 
the Institute may be said to have grown 
up in a number of respects.” 

First he considered the selection of 
a new Managing Director—Walter 
Mitchell, Jr. Still another phase of 
“growing up,” as he expressed it, was 
the installation of a better accounting 
system and improved methods of in- 
ternal control. Discussing the appoint- 


ment of a firm of public accountants 
for the auditing of the books for the 
fiscal year ending August 31, 1948, 
Mr. Jarchow said: “The amount of our 





At a testimonial dinner tendered Mr. 
Jarchow on October 10 by the Officers, 
Directors, Advisory Council and others 
in official capacities 1947-48, the follow- 
ing tribute entitled ‘““We Have Profited” 
was read by John H. MacDonald, retir- 
ing Chairman of the Board of Directors. 


“Every year we gather, on this occasion, to pay 
respect to the retiring President of the Institute, 
and to show him by our presence that his efforts 
in our behalf are appreciated. What began as a 
happy inspiration soon became a custom. This testi- 
monial dinner now ranks among the Institute's 
worthiest traditions. 

One reason for its steady growth in significance 
is the unfailingly high caliber of the men who are 
called to assume this high office. Year after year, 
term after term, the rotation of the presidency— 
also a tradition of the Institute—adds a new face 
and a new personality to the ever-developing 
photo-montage of our leadership. Each leaves its 
imprint and lends new dignity and deeper, human 
value. 

Mr. Christian E. Jarchow, whose successful ad- 
ministration we celebrate this evening, has left a 
lasting imprint upon our annals. We honor him, 
not only for the achievements gained during his 
term, but also for the dignity, patience and tact 
which have characterized his every action and pro- 
nouncement. He has enhanced the significance of 
his office, and, in so doing, that of the Institute as 
well. 

Our thanks for this attainment are mingled with 
our sincere good wishes for the future. We know 
from Mr. Jarchow’s record of service to the Insti- 
tute that he will give generously of his time and 
wisdom and experience, whenever they are needed. 
We look forward to his presence in our councils, in 
his next capacity of Chairman of the Board of Direc- 
tors, and thereafter. Wherever he goes, our friend- 
ship and respect will go with him, and there they 
will abide in lasting testimony. We place upon his 
record the seal of our approval, and wish him good 
health and good fortune for the future. 
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expenditures and complexity of our op- 
erations have reached a point where it 
is unfair and unwise to continue to 
burden volunteer auditors with the 
checking of our books.” 

Continuing on the theme of growth, 
Mr. Jarchow reported that Institute 
membership had increased from 3029 
at the beginning of the year to 3177 at 
its close, August 31. 

Both the local Controls and the Na- 
tional Admissions Committee have long 
suffered uncertainty, he stated, because 
of the fact that “some of the convic- 
tions which have evolved regarding 
standards of membership have never 
been fully crystallized in writing. A 
monumental job in this direction has 
been done this year by the Committee 
on Eligibility Standards under the chair- 
manship of Mark Z. McGill. . . . The 
new rules of admission will be in- 
cluded in our forthcoming Year Book.” 

Highlighting the activities of some 
of the National Committees, Mr. Jar- 
chow commented on the work of the 
Advisory Council of Government Re- 
ports, and also that of the Committee 
on Government Procurement Problems 
which is currently undertaking a study 
on the Renegotiation Act of 1948 (See 
article by Maurice E. Peloubet, Page 
561—Ed.). The Committee on Tech- 
nical Information and Research, Mr. 
Jarchow went on, is now beginning a 
study on the Accounting Treatment for 
Pensions. 
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Newly Elected Officers and 


Directors of the Institute 


L. W. JAEGER 
Treasurer 
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Record-Breaking Attendance 
Marks 17th Annual Meeting 


by George K. Dahl 


Wi ATTENDANCE at general and 
technical sessions establishing new 
records—averaging 700 for each major pe- 
riod of the program—the 17th Annual 
Meeting, held in the Hotel Commodore, 
New York, October 10-13, 1948, is entered 
in the annals of the Controllers Institute 
as an achievement for future conferences 
to equal or surpass. Timely themes for dis- 
cussion, the calibre and prominence of the 
speakers, and the receptiveness of the dele- 
gates added up to make this notable result. 

One innovation was expected to provide 
an approximate index of each speaker's 
impact on the audience—the placing of 
extra copies of excerpts, ordinarily con- 
fined to the press, in the exhibit hall. Al- 
though large stacks of each were made 
available, they were immediately absorbed 
en toto by the members. Within an hour or 
two after the close of each session, all ex- 
cerpts were “‘out of print.” 

As K. Y. Siddall, the Institute's newly- 
elected President, pointed out in his ad- 
dress of acceptance, one of the key prob- 
lems confronting controllers today is that 
of economic accounting for current profits, 
and how to handle inventory price and re- 
placement cost reserves in accounting and 
statements. This thought was emphasized 
by various speakers, both in the general 
session devoted to that subject and in dif- 
ferent industry meetings. 

One of these speakers was Charles M. 
White, President of the Republic Steel 
Corporation, Cleveland, who observed that 
while the investment in existing steel ingot 
capacity is about $50 per ton of ingots, 
the cost today of increasing steel ingot ca- 
pacity or of making replacements would 
approximate $250 per ton. 

“Our company recently let a contract for 
a new coke plant,” Mr. White explained. 
“The original plant, built about 25 years 
ago, cost approximately $2,500,000. The 
replacement cost under the contract was 
$6,700,000. A locomotive which 20 years 
ago cost about $35,000 now costs $90,000. 
Over and over in the past two years we 
have seen similar construction increases 
for furnaces, mills, electrical and power 
equipment which represent straight re- 
placements and involve no new capacity. 
The quoted prices are almost prohibitive, 
because no return could possibly be earned 
on such new investments at present prices 
of steel. 

“The inadequacy of the provision for 
depreciation for tax purposes is the crux 


of the matter. Earnings are being reported, 
income taxes paid and dividends disbursed 
in amounts which do not recognize the 
present cost of present plant and property, 
nor the adequate depreciation of these 
values. This can only mean one thing—the 
investment of the corporation is being 
liquidated. When the tax law and regula- 
tions recognize only the original cost of 
plant and not the present value in the de- 
termination of current depreciation, the 
tax is not an income tax but an assessment 
on capital. Unless recognition is given to 
depreciation on replacements and replace- 
ment value, we are having a levy on the 
capital of our companies which will even- 
tually wipe us out.” 

George D. Bailey of Detroit, past Presi- 
dent of the American Institute of Ac- 
countants, who spoke on the same subject, 
advocated extension of the Lifo principle 
to plant facilities, inasmuch as business to- 
day must recover in its prices or profits the 
total of $1.60 in order to have the dollar 
left after payment of taxes. 

“If corporations should not distribute 
profits that must be reinvested in replace- 
ments of plants,” he declared, “then the 
government should not tax the money that 
must be so saved and reinvested. That 
would be a good deal like taxing savings. 
While tax acceptance of the idea of deduc- 
tions based on replacement prices does not 
settle the desirability of the same principle 
for accounting in corporate reporting, it 
would, I think, promote such a general ac- 
ceptance of the idea that there might be 
little confusion if a change in accounting 
principles followed. Tax legislation might 
provide an acceptable yardstick for measur- 
ing a proper deductible cost.” 


Typicat of the remarks on the replace- 
ment cost problem voiced in various indus- 
try meetings were those of Paul Grady, 
Partner in Price, Waterhouse & Co., New 
York, who reported its impact upon public 
utilities. As he phrased it, “The reported 
addition of $149 million to the monetary 
capital of the industry represents in fact an 
erosion or decrease of $101 million in its 
economic capital. The industry is faced, 
therefore, with the practical and serious 
problem of how to finance the $250 mil- 
lion per annum which is needed in addi- 
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tion to its expansion requirements—and 
whom to charge for it.” 

Broader aspects of federal and state taxa- 
tion were touched upon in a general session 
at which three nationally known experts 
took up three vital phases—the underlying 
principles of taxing, the problem of mount- 
ing state and local levies, and the outlook 
for federal taxation during 1949. The first 
of these speakers—Willford I. King, Pro- 
fessor Emeritus in Economics of New York 
University—condemned progressive in- 
come taxes as brakes on industrial effh- 
ciency, and showed how rates above 25% 
reduce taxable incomes in later years. 

‘From the standpoint of the social wel- 
fare in the long run,” Professor King de- 
clared, “taxes should be levied in propor- 
tion to the goods income of the respective 
families—in other words, in proportion to 
the amount of goods which they individu- 
ally consume. The easiest way of adminis- 
tering such a system is to ascertain the size 
of the book income of the individual and 
the amount of his savings, and then to de- 
duct his savings from his total book in- 
come, levying the tax upon the remainder.” 

W. L. Hearne, Tax Supervisor of the 
United States Steel Corporation, New 
York, who covered the state and local as- 
pects, urged nationwide adoption of the 
equalization plan, under which es onary 
between assessment of business and resi- 
dential properties are eliminated. However, 
as he pointed out, this can be success- 
ful only if assessment practices are re-ex- 
amined and corrected in a uniform way 
throughout each state. Another factor 
might be the development of manuals for 
assessors, based primarily on earnings and 
secondarily on sales values. The speaker 
added that state courses of instruction and 
higher qualifications for assessors, plus 
the availability of trained valuation en- 
gineers, might insure the success of this 
plan. 

“We badly need new and better types 
of taxes,” Mr. Hearne advised. ‘“The ad 
valorum tax is the worst one we have on 
the state and local level. Broad, flexible 
taxes are what we need in order to meet 
the widening scope of governmental func- 
tions—taxes which place a proportionate 
burden on those who utilize government 
services. The income tax and the sales tax 
have proved their worth over the past ten 
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Looking Around the Meeting... 








Officers and Directors of the Controllers Institute sit 
at a double head table at the 17th Annual Banquet. 


Mr. James F. Lincoln speaks on 
“Management and Men: The 
United States and Europe.” 


Mr. R. E. Gillmor 
discusses ‘Economic 
Mobilization.” 


Toastmaster Christian E. Jarchow 
addresses the audience. 





Mr. Charles F. Dyson speaks at the 
Tuesday Luncheon. 





Dr. Emerson P. Schmidt is shown with Members pause at the Controllers 
Mr. Allen H. Ottman at the Special Institute Booth between sessions. 
Conference on “Social Costs vs. 
Productivity.” 


Mr. Thomas N. Tarleau discusses 
“The Federal Tax Outlook” as 
Mr. Oscar N. Lindahl and Mr. 
W. L. Hearne listen. 
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years. They provided the revenues needed 
in times of distress, and they enabled the 
states to reduce debt and develop surpluses 
during the war period, thus tempering the 
need for new revenue now. There is in- 
creasing evidence that the burden of ex- 
panding public programs cannot be placed 
upon real estate.” 

Citing his opinion that there will be no 
substantial change in federal tax rates dur- 
ing 1949, unless some unforseen emer- 
gency arises, Thomas N. Tarleau, former 
tax legislative counsel to the Secretary of 
the Treasury, now with Willkie, Owen, 
Farr, Gallagher & Walton of New York, 
reviewed the more important changes to 
be made in the Internal Revenue Code if 
the Revenue Revision Bill of 1948—which 
passed the House but was introduced in 
the Senate too late for action by that body 
—is re-introduced and adopted in substan- 
tially its present form. In that event, he 
said, the burden of proof under Section 
102 will be shifted from management to 
the Treasury; a change in the carry-back, 
carry-forward provisions will give industry 
an 84-month averaging device; and a new 
arrangement in regard to employee stock 
options will substitute a capital gains tax, 
under certain prescribed conditions, for 
the present confiscatory treatment—which, 
the speaker maintained, has nullified the 
whole employee option idea. 

“The experts of the Joint Committee on 
Internal Revenue Taxation,’ Mr. Tarleau 
reported, “‘are now meeting with taxpayers’ 
groups in an endeavor to determine what 
revisions are necessary to make the bill a 
more equitable and sounder tax measure. 
There are many additional suggestions for 
tax revision which merit consideration, be- 
yond the 80-odd provisions contained in 
the bill. It is also possible that some of the 
redrafted parts may not be ready by Janu- 
ary. I understand that a second tax revi- 
sion bill may therefore be introduced later 
in the session—probably in March or April 
—which will concern itself with these ad- 
ditional matters, and which will possibly 
contain some revisions in the excise tax 
rates, as well.” 


N umerous problems in the account- 
ing, budgeting and cost control phases of 
controllership were discussed at length at 
various sessions, one noteworthy paper be- 
ing that of Curtis H. Gager, Vice Pres- 
ident of the General Foods Corporation, 
entitled ‘The Function of Planning in the 
Management Job.” Inadequate accounting 
information, inadequate or untrained or- 
ganization, weak leadership, carelessness 
and fear of failure were among the factors 
which he blamed for lack of proper plan- 
ning by business enterprise. 

“While even the best-laid plans may go 
awry,” Mr. Gager said, “I doubt if any 
planless business is so deeply entrenched 
or so secure as to withstand the hazards of 
a planless existence. It is neither simple 
nor easy to develop the habit of planning 





or the processes of planning, or the com- 
munications or team spirit and coordina- 
tion of thought and effort necessary to 
planning. The value of planning must be 
recognized at the top—and when it comes 
to planning and budgeting, there are un- 
limited opportunities for the controller to 
be helpful. The controller in a business is 
a producer: he is especially a producer of 
profit in terms of how he gets other people 
to think.”’ 

The use of budgetary control as an op- 
erating plan was outlined by Floyd H. 
Rowland, Senior Partner in The Floyd H. 
Rowland Company, New York, who re- 
viewed the steps which comprise the 
budget-making process, including sales 
and profit-and-loss forecasts. He spoke 
critically of budget directors who delegate 
the market forecasting to the sales depart- 
ment, and compared this practice with 
allowing a student to write his own exami- 
nation paper. 

“The modern Budgetary Control Plan,” 
he observed, “is a far cry from the old- 
fashioned budget. It is a tool of manage- 
ment to plan, coordinate and control the 
operations of a business. It establishes 
predetermined objectives and defines the 
basis of measurement by which perform- 
ance may be compared with those objec- 
tives. In the case of sales, this places upon 
the budget director the responsibility for 
determining the total amount of sales pos- 
sible under the circumstances, and the vol- 
ume—when subdivided by product classes 
which will produce the required profit 
with the facilities at hand. He should have 
the responsibility of figuring this out and 
securing approval on it. The sales budget 
is the basis on which the entire budget is 
predicated.” 

Another speaker, Charles H. Dyson, 
Executive Vice President of Textron, In- 
corporated, New York, analyzed the basic 
principles or conventions of accounting 
from the businessman’s point of view. To 
these, he told the audience, should be 
added new convention—statutes of limita- 
tion on business records. ““We should have 
these,” he explained, ‘in order that we 
may be more secure in transactions that 
have been terminated and cleared out years 
ago; so that records at some period in the 
existence of a corporation or other business 
entity may be destroyed in safety, and, 
further, so that we may not be haunted by 
imaginary skeletons in the old closets of 
our records. 

“The limitations which I have in mind 
would accomplish two things—the preven- 
tion of the ever-reaching retroactive audits 
into ancient history, say 20 or 30 years back, 
and the establishment of orderly retention 
schedules for the periodic destruction of 
records.” : 

James Clarke, Director of Audits for the 
Westinghouse Electric Corporation, Pitts- 
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burgh, described his company’s internal 
audit organization, and told how Westing- 
house management overcame the problems 
due to its doubling in size from 1940 to 
1948. 

Another speaker—James H. Eteson, 
Controller of the State Mutual Life Assur- 
ance Company, Worcester, Mass.—dis- 
cussed the problem of organization for 
cost control, with particular reference to 
the controller's function in life insurance 
companies. Speaking of the latter, he said, 
“I believe the controllership function can- 
not be of the greatest usefulness to the 
business until organization charts recog- 
nize the need for specialized training for 
controllership, as they now recognize the 
need for specialized training in actuarial 
science, in law, in underwriting, in sales 
and in investments.” 


Tue need for a uniform inventory con- 
trol program for all product divisions of 
companies which have plants spread over 
the country was highlighted by Harry J. 
Benzie, Manager of Production of the Gen- 
eral Electric Company, Bridgeport, who 
told how his firm has overcome the prob- 
lem. The success of the GE plan, he said, 
is due to management's insistence on this 
type of operation and also to the fact that 
all members of the organization under- 
stand the workings of the plan—the basis 
of which is persuasion and salesmanship. 
“All staff functions,” he emphasized, “‘are 
on a sales, advisory persuasion or coordina- 
tion basis. One might easily assume that 
this system is cumbersome, but it is this 
factor of selling everything you do that 
works both ways and gives us the results 
we are after.”’ 

The virtues of cost engineering, as op- 
posed to ordinary cost accounting, were de- 
tailed in another address, presented by 
Lewis F. Sawyer, staff member of the Cost 
Committee of the Cotton-Textile Institute, 
New York. ‘The availability of reliable 
data upon which policies can be built is of 
greater importance than the records which 
relate to past transactions or to the finan- 
cial position of the company, measured in 
monetary terms,” the speaker held. ‘‘The 
facts which relate to the cost of the articles 
the company wishes to trade in should be 
given priority. Without this information, 
the trading is carried on blindly, and such 
profits as accrue are of a fortuitous nature. 
Costing should no longer be classified as 
cost accounting, with its calculations based 
upon recorded results, as in former days, 
but as cost engineering—with planning as 
its foundations.” 

A study of the annual reports made to 
policyholders by 30 representative life in- 
surance companies provided the basis for 
the following recommendations, proffered 
by R. C. Johnson, Assistant Comptroller of 
The Union Central Life Insurance Com- 
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Conference Chairman 
L. M. NICHOLS 
General Electric Supply 
Corporation 





Drugs, Cosmetics and Soaps 


STUART T. HENSHALL 
Sharp & Dohme, Inc. 





Machinery Manufacturing 


DUNDAS PEACOCK 
Elliott Company 





Printing and Publishing 


FRANK FEIGENBAUM 
The American News Company 





The Men Who Managed 
the Industry Conferences 


Success of the Industry Conferences held 
during the Annual Meeting, with their 
jammed-to-capacity attendance, is cred- 
ited to the Chairmen pictured here. 


Haley 


Electrical Manufacturing 


SAMUEL BOOTH 
The Bryant Electric Company 









Metals Manufacturing 


M. D. WELLS 
Carnegie-Illinois Steel 
Corporation 


Public Utilities 
O. GRESSENS 


Commonwealth Edison Company 
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Foods and Beverages 


J. F. BRANDT 
Swift & Company 
Bachrach 





Mining and Extractive 


JOHN L. AUCH 
Pittsburgh Consolidation Coal 
Company 


Riley 





Textile and Apparel 
JOHN S. RAGLAND 
A. D. Juillard & Co., Inc. 


Chemical, Paint and Allied 


Industries 
C. R. FAY 


Pittsburgh Plate Glass Company 


Todd 


Insurance 
HENRY F. CHADEAYNE 


General American Life Insurance 


Company 
Commerce 





Paper Products 


NELSON T. HAMPSON 
Lowe Paper Company 


Chick 





Transportation Equipment 
W. LEROY JORDAN 
Rochester Products Division— 
General Motors Corporation 
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pany: (1) start the report with a one-page, 
fast-reading review; (2) use simplified 
statements; (3) use year-to-year compari- 
sons; (4) use charts or graphs; (5) em- 
phasize the auditor's certificate and its 
meaning; (6) break up text in short, com- 
lete sections, with descriptive captions, 
and (7) feature themes which appeal to 
reader-interest, such as earnings, company’s 
financial position, future operating prob- 
lems, taxes and employee relations. 

At a special conference on “Social Costs 
vs. Productivity,” Emerson P. Schmidt, Di- 
rector of Economic Research, Chamber of 
Commerce of the United States, Washing- 
ton, called attention to the hidden costs 
represented by such non-payroll expendi- 
tures as paid holidays, travel time, wash- 
up time, pensions, hospitalization and 
other ‘‘fringe’’ benefits. ‘These benefits 
represent a choice between more leisure 
and more goods,” the economist pointed 
out, ‘‘and, in part, a choice of spreading 
income more evenly over time. They con- 
stitute money outlays without comparable 
production offsets. If every workman is 
paid an hour a day for portal-to-portal 
time, this does not produce more food, 
more cars, more houses, or more coal. It 
may provide more dollars, but payments 
for doing nothing cannot augment the 
standard of living.” 

According to Solomon Fabricant, Pro- 
fessor of Economics at the N.Y.U. School 
of Commerce, who participated in this 
symposium, the normal growth of labor 
productivity in this country is at the rate 
of 2% per annum. “It seems unlikely,”’ he 
noted, ‘that it can advance more rapidly 
than 2 or 3% per year during any sustained 
period. This means that it is economically 
impossible to speed up distributions of the 
nation’s production to labor at a higher 
rate. Whether such distributions take the 
form of wages or pension payments or 
sick benefits, they have to be met out of 
current production. This is not pessimistic. 
A 2% per annum increase means doubling 
the standard of living of almost every gen- 
eration.” 

Speaking on the outlook for business, 
Alan H. Temple, Vice President of the Na- 
tional City Bank of New York, emphasized 
the fact that total liquid assets today are 
138% of total private debts, as compared 
with 1939 when total liquid assets were 
57% of total private debts. ‘“The total of 
private debt today is well below the annual 
nation income,” he said. ‘While our pri- 
vate debt-making in the past year and a 
half has been at a rapid rate, it has not been 
excessive in proportion to capacity to pay, 
as measured by income or liquid assets. The 
kind of financial strain which was present 
both in 1920 and 1929, and which heralds 
a bust or a severe liquidating depression, 
does not exist today, generally speaking, 
either among borrowers or lenders.” 

Dr. Robert M. Hutchins, Chancellor of 
the University of Chicago, warned the con- 
trollers at the opening luncheon that in- 


dustry must prepare to make full use of 
atomic energy as fast as it becomes avail- 
able. ‘It is folly too for any company to 
ignore this source, which promotes the 
industrialization of remote areas where 
raw material is abundant and ordinary fuels 
are scarce,” he declared. “Any company 
that hopes to be in business 25 years from 
now should know what this new weapon, 
this new physical phenomenon, can do to 
it—and for it.” 


Ar the annual banquet, R. E. Gillmor, 
Vice Chairman of the National Security 
Resources Board, and James F. Lincoln, 
President of the Lincoln Electric Com- 
pany, Cleveland, were the guest speakers. 

Mr. Gillmor contrasted the mobiliza- 
tion situation during World War II and 
that which would prevail today, to our 
present disadvantage. “The mobilization 
of the country for war would be immensely 
more difficult at the present time,” he ob- 
served. ‘In 1939, and even in 1941, the 
country had a great volume of unemployed 
industrial and human resources. We were 
able to increase the government’s share of 
the total output from one-eighth to al- 
most one-half—while at the same time 
raising the level of public consumption 
by almost 25%. At present, the economy 
is fully loaded, and therefore the diversion 
of agricultural and industrial capacity to 
war purposes would require a drastic de- 
crease in the level of consumption. This 
cannot be accomplished without more ex- 
tensive and more rigid controls than we 
had in World War II.” 

Mr. Lincoln told how Russian employ- 
ment of the incentive wage plan is helping 
that country to outstrip our own in pro- 
duction. ‘The countries of Europe and the 
United States,’’ he charged, ‘‘seem to have 
forgotten the importance of individual in- 
centives. We have lost the vital force that 


‘made our countries great industrial na- 


tions. We are in reverse, and the present 
trend is to do less and less for more and 
more pay. The personality and individual 
effort of the worker have been submerged. 
We encourage loafing and penalize pro- 
duction. We discourage work by paying 
all men doing the same job at the same rate, 
regardless of how much or how little is 
produced, and without respect for variance 
in skills. If we do not take action against 
our present drift, we will no longer be 
the world’s leading industrial producer.” 
In addition, here are some thoughts ex- 
pressed at various industry conferences : 
Food and Beverages: ‘Comparing abil- 
ity to buy, the average income today will 
buy 9.8% more of the same kind of food 
than it would buy before the war. Food 
prices, compared with the ability to buy, 
are lower—not higher—than they were 
before the war. America is better fed today 
than at any time in its history, and it is 
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better fed at lower food prices, measured 
in real dollars, than before World War 
II.""—Victor T. Norton, President, Amer- 
ican Home Foods, Inc. 

“There are six basic economic fallacies: 
(1) that because of price advances alone, 
food expenditures today take the highest 
proportion of the wage earner’s income; 
(2) that food prices are high because food 
processors and manufacturing companies 
are making gigantic profits; (3) that price 
ceilings and managed currencies can pre- 
vent the evil effects of inflation from being 
felt; (4) that a rise in commodities prices 
is inflation; (5) that the supply of a given 
commodity alone determines its price; (6) 
that our limited form of government under 
our Constitution needs revision if we, as 
a nation, are to be fed.”—Victor Lea, 
Economist, Standard Brands, Inc. 

Metals Manufacturing: ‘A great amount 
of work needs to be done by industry and 
business in interpreting its own statistics. 
Tonnage figures, sales figures, profits, 
hours, wages do not, just as figures, mean 
a great deal to most people—the people 
whose support we must have if we are to 
wage a successful campaign reselling busi- 
ness to the general public. The figures 
must be explained. 

“Many individual companies have made 
a fine start in interpreting the statistics that 
make up their financial reports. They have 
discovered that stockholders relationships 
are better, employee relationships bet- 
ter, when a good interpreting job is done 
with company statistics.’"—G. S. Rose, 
Secretary, American Iron and Steel Inst. 

“There are now, and probably always 
will be, areas of overlapping interests in 
which keen competition will take place, as 
between various metals for the job in ques- 
tion. Such competition has a way of bring- 
ing out the best that is in each contender. 
It inspires research and development in the 
contest to excel. Facts are thus developed 
and used as the basis of final choice. Every- 
body is the gainer from this procedure. 
The consumer purchases an improved 
product, the fabricator has found the best 
available materials, and the metal pro- 
ducers have acquired additional useful 
knowledge.” —R. E. Zimmerman, Vice 
President, United States Steel Corporation. 

Public Utilities: “The financing prob- 
lem facing the electric utility industry is 
not so much one of being able to obtain 
the money needed to complete the large 
expansion program that confronts the in- 
dustry. It is more a matter of the cost of 
the money that it is going to require—par- 
ticularly the cost of equity capital. Some 
programs are now under way to improve 
the market for utility equities. These pro- 
grams, together with others which will 
come along later, should have a beneficial 
effect.’’—Harold H. Scaff, Vice President, 
Ebasco Services Incorporated, New York. 
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Controllers Institute of America, 1948-1949 





President 


K. Y. SIDDALL 
The Procter & Gamble Company 
Cincinnati, O. 


Chairman, Board of Directors 


CHRISTIAN E. JARCHOW 
International Harvester Company 
Chicago, Ill. 


Vice Presidents 


HERMAN W. BooZzER 
Georgia Power Company 
Atlanta, Ga. 

THOMAS W. BRYANT 
The Cuneo Press, Inc. 
Chicago, Ill. 


Ww. HERBERT CARR 

California Packing Corporation 
San Francisco, Calif. 

WALTER B. GEROULD 

A. G. Spalding & Bros., Inc. 
Chicopee, Mass. 

H. F. HARRINGTON 

The Boatmen’s National Bank of St. Louis 
St. Louis, Mo. 

J. R. MULVEY 

Humble Oil and Refining Company 
Houston, Texas 

GEORGE R. RANKIN 

Artloom Corporation 

Philadelphia, Pa. 

PHILIP W. ScoTT 

The Bryant Heater Company 
Cleveland, O. 

WILLIAM WIDMAYER 

Guaranty Trust Company of New York 
New York, N. Y. 


Treasurer 


L. W. JAEGER 
Avon Allied Products, Inc. 
New York, N. Y. 


Assistant Treasurer 


Epwarp C. Hor 
American Brake Shoe Company 
New York, N. Y. 


Managing Director 


WALTER MITCHELL, JR. 
One East Forty-Second Street 
New York 17, N. Y. 


Assistant Managing Director 


PAUL HAASE 
One East Forty-Second Street 
New York 17, N. Y 


Directors 


(In addition to the President, Chairman of the 
Board, and Vice Presidents) 


LisLE W. ADKINS 

Crosley Division 

Avco Manufacturing Corporation 
Cincinnati, O. 

JAMES C. ANDERSON 

Standard Oil Company (New Jersey) 
New York, N. Y. 

EDWIN E. BALLING, JR. 
Latchford-Marble Glass Company 
Los Angeles, Calif. 
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Jack L. BATCHLER 
Kansas City Life Insurance Company 
Kansas City, Mo. 


ALDEN C. BRETT 
Hood Rubber Company 
Watertown, Mass. 


WILLIAM L. CLARK 
Buffalo Electric Co., Inc. 
Buffalo, N. Y. 


J. H. CLAWSON 
Puget Sound Power & Light Company 
Seattle, Wash. 


S. CHAPLIN Davis 
Baltimore Salesbook Company 
Baltimore, Md. 


WALTER H. DupPKA 
Jones & Laughlin Steel Corporation 
Pittsburgh, Pa. 


LYMAN L. DYER 
Lone Star Gas Company 
Dallas, Texas 


Harry C. GRETZ 
American Telephone & Telegraph Company 
New York, N. Y. 


WALTER R. HUMMEL 
Campbell, Wyant & Cannon Foundry Company 
Muskegon, Mich. 


JOHN H. MAcDOoNALD 
National Broadcasting Company, Inc. 
New York, N. Y. 


WALTER C. OTTO 
Clinton Industries, Incorporated 
Clinton, Iowa 


CHARLES F, PENDLEBURY 
Veeder-Root, Inc. 
Hartford, Conn. 


JOHN PUGSLEY 
Tennessee Coal, Iron and Railroad Company 
Birmingham, Ala. 


LAWRENCE G. REGNER 

Briggs & Stratton Corporation 
Milwaukee, Wisc. 

O. H. RITENOUR 

Washington Gas Light Company 
Washington, D. C. 


VINCENT C. Ross 
Prentice-Hall, Inc. 
New York, N. Y. 


GEORGE W. SCHWARZ 
Wyandotte Chemicals Corporation 
Wyandotte, Mich. 


Victor C. SEITER 

Citizens Gas and Coke Utility 
Indianapolis, Ind. 

ARTHUR SURKAMP 

United States Rubber Company 
New York, N. Y. 

PAUL H. WERNICKE 
Minneapolis-Honeywell Regulator Company 
Minneapolis, Minn. 

JOHN A. WILLIAMS 
Niagara Hudson Power Corporation 
Syracuse, N. Y. 


Chairmen of National Committees 


Admissions 


R. C. CASSELBERRY 
General Aniline & Film Corporation 
New York, N. Y. 
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Budget and Finance 


GEORGE R. RANKIN 
Artloom Corporation 
Philadelphia, Pa. 


Cooperation with the Government 


O. H. RITENOUR 
Washington Gas Light Company 
Washington, D. C. 


Cooperation with Other Organizations 


FRANK KLEIN 
Worthington Pump and Machinery Corporation 
Harrison, N. J. 


Education 


PROFESSOR Ross G. WALKER 
Harvard University, Graduate 
Business Administration 

Boston, Mass. 


School _ of 


Ethics and Eligibility Standards 


EDWIN W. BuRBOTT 
A. B. Dick Company 
Chicago, III. 


Executive 


WILLIAM WIDMAYER 
Guaranty Trust Company of New York 
New York, N. Y. 


Federal Taxation 


Oscar N. LINDAHL 
Carnegie-Illinois Steel Corporation 
Pittsburgh, Pa. 


Government Procurement Policies 


F. GERALD HAWTHORNE 
Weston Electrical Instrument Corporation 
Newark, N. J. 


Planning 
JOHN A. DONALDSON 


Butler Brothers 
Chicago, IIl. 


Securities and Exchange Regulation 


FRED W. Woops 
Shell Union Oil Corporation 
New York, N. Y. 


Social Security 


THOMAS L. EvANs 
J. N. Adam & Company 
Buffalo, N. Y. 


State and Local Taxation 


CLAUDE W. Hupp 
Glenmore Distilleries Company 
Louisville, Ky. 


Technical Information and Research 


IRvING D. DAWES 
Virginia-Carolina Chemical Corporation 
Richmond, Va. 


Advisory Council on Federal Reports 


LisLE W. ADKINS 

Crosley Division 

Avco Manufacturing Corporation 
Cincinnati, O. 

EpWIN E. MCCONNELL 

Norton Company 

Worcester, Mass. 
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Corporate Earnings Held Not Over- 


stated Due to “Paper” Inventory Profits 


USINESS PROFITS have not been inflated 
B by rising inventory values, says Pro- 
fessor Charles A. Bliss of the Harvard 
Business School. In an article entitled 
“The Reality of Inventory Profits’ in the 
September number of the Harvard Busi- 
ness Review he attacks the position of 
those who claim that the reported profit 
figures of American corporations are 
greatly overstated because they include 
temporary or ‘‘paper’’ profits. 

An important implication of his argu- 
ment is that the use of replacement costs 
in estimating current expense produces 
results that are both haphazard and il- 
logical. The same qualification applies to 
the last-in-first-out (LIFO) method of 
inventory valuation. 

“The question of ‘reality’ discussed in 
this article,” Mr. Bliss points out, “is not 
whether inventory profits are paper profits 
and in the long run are offset by inventory 
losses but whether inventory profits exist 
at all! We shall argue that in many areas 
of business profits do not arise coincident 
with increases in dollar valuation of in- 
ventory and that therefore, never having 
been created, ‘inventory’ profits are in 
large part a misnomer and nonexist- 
: (| ie 

“The estimated magnitude of so-called 


inventory profits is most substantial. Total 
profits in 1947 were $17 billion (after 
taxes) according to estimates of the De- 
partment of Commerce. Of this total al- 
most $6 billion are described as inventory 
profit . . . shown as an adjustment to 
total profits with the implication that, 
since presumably it arose solely from the 
more-or-less automatic effect of the price 
level rather than from regular operating 
margins, its subtraction from total profits 
would provide the most appropriate meas- 
ure of profits for the year. 

“A profit adjustment of this magnitude 
cannot be accepted or dismissed without 
scrutiny, Professor Bliss stated. “Whether 
or not such an adjustment of profits is a 
gross overestimation (as is contended in 
this article) turns on two questions: (1) 
the real nature of inventory profits, with 
particular attention to their origin, and 
(2) the practical circumstances of busi- 
nesses which determine whether such 
profits are actually made or not.” 

Professor Bliss demonstrates that an 
increase in unit inventory values can only 
add to profits when management delib- 
erately marks up selling prices coincident 
with cost rises. ““As we have seen,’ he 
goes on, “the important test of the reality 
of inventory profits is the extent to which 
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a product is marked up in price so that 
existing inventory can be sold at a higher 
price than heretofore. Only in this way 
can a profit be made on inventory; for 
unless the additional markup is made, in- 
creased price levels do not mean increased 
profit but only the freezing of additional 
working capital into inventory of higher 
per unit value. Accordingly the existence 
of inventory profits turns on a question 
of fact as to business practice: Are prices 
immediately sensitive to changes in 
MET oa 

“Undoubtedly the situations vary, com- 
pany to company and period to period. 
One executive reports that in his industry 
each company refrains from passing on 
increased costs, on existing and even on 
new inventory, until such times as stock 
falls low or new stock starts into sales. 
If, however, some competitor, subject to 
the same forces, reaches the critical point 
earlier and is led to make the price ad- 
vance, all companies can be expected to 
follow promptly or at least to consider 
seriously the relative advantages of such 
action. 

“But where the cost information that a 
company has at its disposal is poor, and 
where there is a natural lag in the report- 
ing of the operating effects of the chang- 
ing mix of products and of the changing 
levels of factor prices, it would seem far 
from correct to presume the prompt ad- 
justment of price to cost. Couple this in- 
determinateness with the fact that in many 
industries the changes in pricing are not 
continuous but occasional and ceremon- 
ial—new catalogues, meetings with sales- 
men, earnest consideration of the impact 
on the market and on competitors—and 
the underlying assumption for the crea- 
tion of inventory profits is seriously 
weakened. 

“Changes in cost do have their effect 
on selling price, but the point is that they 
do so in ordered fashion. Some cost 
changes may be anticipated, some delayed, 
some offset by opposing economies; for 
some the recovery through selling price 
may be tardy, which would mean in effect 
that not until the new costs begin to show 
up in the current reporting will changes 
in price be made. Any idea that inventory 
profit, or inventory loss for that matter, 
is the neat automatic event that follows 
exactly upon the change in inventory unit 
valuations or is the unwelcome but inevi- 
table progeny of the accountants’ method 
of measuring cost of goods sold is clearly 
without foundation. 

“Is this no more than a matter of 
semantics, of definition of inventory 
profit? Perhaps, one might say, there is 
no extra profit on sale of current inven- 
tory, but surely there is the added cost 
of carrying inventory as a result of the 
higher price level. And if our reported 
profit is not adjusted for a transient, tem- 
porary ‘inventory profit, then should it 
not be adjusted for the unrecorded influ- 
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Does your front office 


need de-frosting ? 


Hexed prexy Ferris icebergs into 
complete paralysis waiting for in- 
ventory, purchasing and sales re- 
ports. He stares bleakly at cold 
figures, makes everybody else 
mark time. 

The bulk of this iceberg, as of 
all icebergs, is beneath the sur- 
face...in obsolete methods of 
keeping records. 

McBee methods would thaw 
Ferris out fast. They’d put all 
the facts at his fingertips . . . hot 
facts about all his operations, 
whether they involve men, ma- 
chines, money, or materials. 

He’d have those facts when he 
needed them. And he wouldn’t 
have to pay for costly installa- 
tions or specially skilled people. 

With McBee Keysort, moun- 
tains of ledgers, files and figures 
become smooth flowing streams 
of useful, easy-to-get-at informa- 
tion. And because marginally 
punched Keysort cards become 





the original records, orders and in- 
voices, clock cards and job tickets 
escape the hazards of copying and 
recopying ...can be keyed and 
sorted in minutes instead of hours. 
You can have all the facts 
about your business fast and fresh 
and economically with the help of 
Keysort cards and machines. 
There’s a McBee man near you. 
Ask him to drop in. Or write us. 











Keysort is based on a card with coded 
holes punched near the edges. When notched, 
they make the cards mechanically articu- 
late. Quantities of data can be classified, 
filed, found, used . . . quickly. 


THE McBEE COMPANY 


Sole Manufacturer of Keysort — The Marginally Punched Card 
295 Madison Ave., New York 17, N.Y. Offices in principal cities 
310 Spadina Ave., Toronto 2B, Ontario, Canada 
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ence of higher inventory carrying costs? 

“In any period of inflation businessmen 
find need for additional working capital. 
Wage payments are larger and demand 
larger amounts of cash; materials pur- 
chased and accounts receivable involve 
larger sums for the same physical vol- 
ume of activity. More capital is necessary 
to keep an inventory of a specified size 
during the period of higher prices. The 
dollar counters with which the economy 
operates have shrunk in size. 

“What all this means in the first in- 
stance is that business finds it necessary 
to shift the nature of its assets from cash 
to other assets such as receivables or in- 
ventories. The high unit inventories dis- 
cussed earlier call for the freezing—for 
the duration of the advanced prices—of 
additional working capital into the in- 
ventory account. And this, of course, is 
true whether or not the inventory is 
valued at LIFO. What the use of LIFO 
does do, of course, is to ease the working 
capital situation by postponing a portion 
of the tax burden, and this is the major 
reason for its use... .” 


Paper Industry Depreciation 
Problem Held “Not Serious” 


Recent comments from paper industry 
executives reflect their feeling that the de- 
preciation and replacement cost problem 
is not too serious, and that no major 
change in accounting practices in the in- 
dustry is warranted, H. W. Paddock, 
Comptroller of the Union Bag & Paper 
Corporation, New York, told a gathering 
of controllers at the recent Annual Meet- 
ing of the Controllers Institute. 

“Depreciation is not a major element 
in our costs,’ Mr. Paddock maintained. 
“An average might amount to about 
3.3%. If depreciation were computed on 
replacement costs instead of original cost, 
this figure might increase to, say, 5%, 
which still is not substantial. Further- 
more, a paper mill can continue to turn 
out paper for many years after it has been 
fully depreciated. 

“Several of the paper companies con- 
structed new mills and factories during 
the war under certificates of necessity. 
In most cases these facilities are in reg- 
ular operation today. All were written 
off the books as well. In other words, 
as far as these plants are concerned, de- 
preciation has been anticipated by a 
charge to income or to surplus. In addi- 
tion, few paper companies fund their 
reserves: unless cash or securities are set 
aside, a reserve for replacement is only a 
segregation of surplus. 

“Inasmuch as paper companies last 
year paid out only 25% of their reported 
income as dividends—leaving 75% for 
capital for expansion or replacement—it 
is apparent that paper companies, as 4 
group, can resist pressure from stock- 
holders.” 
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Adding Machine 
Capacity 999,999.99 
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Z Only huge volume production to meet great 
r- 
n popular demand makes it possible to offer this 
vs famous Burroughs adding machine at so low a 
1- price. Fast, accurate, dependable, it’s a Burroughs 
through and through . . . precision-built to the 
” & 8 P 
5 high standards that have made Burroughs the 
nN 
most-used adding machines in the world. 
A Your local Burroughs representative can show 
/ you why a Burroughs at only $125.00 will out- 
perform and outlast any other adding machine 
in its price field. Give him a call now, or write 
: Burroughs Adding Machine Co., Detroit 32, Mich. 
4 8 
WHEREVER THERE’S BUSINESS THERE’S urroug ~ ee 
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Cost and Cost Control 
Variations 
(Continued from page 582) 


directly with volume. Inbound Trans- 
portation, not considered part of ma- 
terial cost, is considered as 100% Vari- 
able inasmuch as the excess is actually 
an adjustment of freight charges on ma- 
terials. 
NON-PRODUCTIVE EXPENSES 

Fixed Charges 

Expense which is absorbed by the 
Sales and Administrative Sections of an 
organization do not enter into the ‘‘Out- 


of-Pocket”’ Costs and are therefore subject 
to the comments made in the same section 














TWIN 
GUIDEPOSTS 


Oyiginal cost is an im- 
portant historical fact. 
The “Replacement Re- 
serve” established and 
maintained by apprais- 
al provides reconcilia- 
tion of book costs and 
related charges with 
present-day realities. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 
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of the Manufacturing Expense—Fixed 
Charges. 


Salaries, Wages and Commissions 

Non-Variable Expense in this group 
include the salaries of the principal Ad- 
ministrative and Selling personnel, plus 
the salaries of clerical employees who do 
not increase or decrease in number with 
changes of volume. Commissions are, in 
the majority of companies, 100% Vari- 
able Expense. 


Utilities and Supplies 

Maintenance, Repairs and Alterations 
General Expenses 

Miscellaneous Expenses 


The Non-Variable and Variable por- 
tions of these groups cannot properly be 
ascertained and it is proposed, based on 
experience, to approximate the condi- 
tion by applying the factor of non- 
variability to each account that will af- 
ford a reasonable allowance for non- 
variability in the aggregate. The remain- 
ing portions, when recorded on the 
basis of a percentage of sales, may be 
considered as 100% variable. 


Advertising 

The variable expense herein com- 
prises the cost of any literature, catalogs 
or any other material when given gratis 
with each product sale. 

The second class of advertising ex- 
pense includes expenditures on news- 
papers, shows, signs and displays, etc.— 
all designed to obtain a favorable cus- 
tomer interest in the product. From 
month to month the expense has no 
bearing on current volume, but rather 
affects future volume, to which the exact 
extent cannot easily be measured. It is 
the class of advertising which increases 
or decreases with changes in volume, 
but not in direct proportion thereto. 
The expense per unit or per sales dollar 
of sale does not remain constant: there- 
fore, it seems that for practical oper- 
ating purposes it should be treated as a 
non-variable. 


Factory Cost ADJUSTMENTS 
These adjustments should be looked 
upon as variable since they represent 
principally a correction of adjustments 
of product costs. 


OTHER INCOME OR DEDUCTIONS 
FROM INCOME 


The amount of Unabsorbed Specia! 
Tools and Fixed Charges on Surplus 
and Idle Plant and Equipment are en- 
tirely Fixed and Non-Variable Ex- 
penses. Most of the other items classi- 
fied as “Other Income or Deductions” 
are considered of a non-variable nature, 
since they generally have no relation to 
current sales volume. 
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Complements — 


Waren you come right 
down to it, there is only one 
difference between an un- | 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
| injured by casualties. One 
complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 




















MANUFACTURING PRODUCT 
Cost CONTROL 


It is essential that Management be in- 
formed of all Manufacturing Costs. 
With the invocation of new facilities, 
such as Machine Tools, Tools, Methods, 
Design Improvements, it is obvious that 
some changes in cost must occur. It 
would be of little consequence to in- 
voke new and improved manufacturing 
facilities if cost reductions are not to be 
gained. Therefore, in order to measure 
properly the cost change, it 1s necessary 
that certain definite procedures and poli- 
cies be established. 

It is very easy to disguise actual cost 
reductions if reclassifications are made 
that tend to take from one type of 
variable and inject the disguised cost 
into the charges where cost reductions 
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ON CUSTOMER ACCOUNTS 





-— thanks to this Simplified System” 


reports CHARLES S. MARTIN 
Distributing Co. Inc. of Atlanta, Ga. 


distributor of Bendix Automatic Home Laundry Equip- 
ment, Youngstown Kitchens by Mullins, and other 
nationally known leaders in the major electrical and 
gas appliance field with a yearly volume in millions. 


When the Charles S. Martin Co. of Atlanta switched 
to SUIAP ledgerless accounts receivable operation, 
officials found that one clerk could handle work that 
formerly required three—and_profit-killing over- 
time costs were eliminated. 

With their SUIAP visible system, accounts are 
always up-to-date, resulting in faster and more 





Official of Charles S. Martin Distributing Co. Inc. checks an invoice 


with operator of the SUIAP accounts receivable system. This one 


clerk replaces three needed for former system. 


accurate credit authorization—a welcome change 
from the old plan under which posting clerks were 
as much as two weeks behind. With SUIAP, posting 
is just a matter of dropping the invoice in the con- 
venient visible account pocket. And collections are 
more easily handled, too: the signal on the margin 
shows what accounts need collection activity— 
positive control of accounts receivable is achieved, 
with much less clerical work. 

Naturally Charles $. Martin wanted protection 
for these vital records. Their accounts receivable 
system is housed in the Remington Rand Safe- 
Desk—laboratory-tested, certified security against 
fire. It’s “Protection-at-the-point-of-use.” 

Whatever the size or kind of your business, there 
are big savings waiting for you in SUIAP. Get 
details without delay: Call our office near you, 
or send for FREE booklet KD 253, Kolect-A-Matic 
Simplified Unit Invoice Accounting Plan—Systems 
Division, 315 Fourth Avenue, New York 10. 
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Insurance Brokers 
ACTUARIES AND 
AVERAGE ADJUSTERS 
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CUT COSTS— 


with this NEW 
CARD FILE! 


REDUCE FATIGUE 
TABULATING 










ROL-DEX 


The Modern method for 
housing records 


In all filing history no method has approached the efficiency 
of ROL-DEX Units. Clerks sit while filing. Records roll to 
and from the operator with a touch of the finger. Filing 
fatigue is reduced, clerks made happy and contented and 
filing errors are reduced to a minimum. 


ROL-DEX Units are built to your particular requirements, 
for Master and Header Cards, Name and Address Cards 
and Item Cards. 


Look into the possibilities of ROL-DEX today. Our sys- 
tems engineer will gladly call to tell you how ROL-DEX 
will cut your filing costs. Write. 


ROL-DEX Division 


Watson Mig. Co.. Ine. 


59 Taylor Street 
Jamestown, N. Y. 
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are anticipated. This fallacy is com. 
monly and unknowingly employed 
throughout Factory Cost Accounting. 

It is vitally necessary that some form 
of standards be established on the basis 
of the existing facilities, and equally 
important is the necessity of applying 
these standards for manufacturing prof.- 
itableness to gain the utmost benefit of 
cost expenditures. 

In order to create ideal or as near 
ideal conditions as possible, it is feasible 
in the sequencing of manufacturing 
operations to include in the sequence an 
economical quantity run, over which 
the cost of machine set-up can be 
spread; also a quantity sufficiently great, 
by which the operator can gain ade- 
quate operating efficiency. 

It is conceded that very few machine 
operators can “‘get set’’ on the low es- 
tablished quantities; but if given a 
sufficient quantity, an operator can in- 
variably make up on a longer range 
for inefficient starts, thereby maintain- 
ing the established standards by equal- 
ling or bettering same. 

On these operations in which a ma- 
chine is set up to run a long range on 
an undeterminable quantity, it is the 
general policy of many concerns, on 
such quantities, to charge the set-up 
time to Manufacturing Expenses. This 
method does not permit the unit cost 
of set-up labor to change materially the 
labor unit cost of performance because 
the unit cost of set-up labor, on long 
range runs, becomes negligible in 
amount per unit. 

Where the quantity to be produced is 
of a required short duration it is the 
policy of many concerns to include the 
set-up labor as direct labor and to charge 
same as a job cost.” It is on these “job 
costs” where the quantities will vary 
that the unit cost of production will 
vary in amount due to the spread of 
the set-up cost over the quantity. 

Therefore, where set-ups are required, 
particularly if the set-up cost is high 
and the quantity to be manufactured is 
small, the tendency is to cause high 
manufacturing unit costs. It behooves 
everyone to consider the greatest “‘eco- 
nomical manufacturing quantity” when 
releasing job orders to the Manufactur- 
ing and Purchasing Departments in or- 
der to gain the lowest cost possible. 

The prerogatives assumed by a Pro- 
duction Planning Department should 
be constantly under the surveillance and 
assiduity of the Controller and his Cost 
Accounting Department. If sales prices 
are to be established and promulgated 
on the basis of a predetermined quan- 
tity-manufacturing cost, and if the ac- 
tual manufactured quantities do not 
comply with the “economical costs,’’ it 
is quite obvious that the set-up costs can 
do much to distort and disturb the 
gross profit yield. 
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- UARCO business forms 
ong 
in 
Maybe you’re in manufacturing. Maybe wholesaling or retailing. It makes no 
d is difference. Doesn’t most of your office payroll go for paper work? Aren’t most 
the of the working minutes spent writing, copying, distributing, checking, filing 
the —some kind of business form? 
‘ob Of course! And by using Uarco business forms, you reduce every ove of these 
ary operations to the minimum—cut paper work costs to the bone. That’s right 
vill ...in any business, large or small. 
of Your Uarco Representative will be glad to show you how. He’ll make a 
complete survey to find your specific requirements. Call him in—there is no 
ed, cost nor other obligation for this service. 
igh 
| is UARCO INCORPORATED 
gh Chicago, IIL; Cleveland, Ohio; Oakland, Calif.; Deep River, Conn. 
ves Offices in All Principal Cities. 
cO- 
en 
ur- cadstance... THIS NEW UARCO “RM” 
or- REGISTER is ideal for turning out simple records 
on the spot. Saves endless time and bother producing 
r0- handwritten forms. Forms are consecutively num- 
ld bered to give you complete, accurate control. One 
| 7 ; ; 
ne copy is automatically filed, safe from tampering or 
alteration. 
»st 
“es 
ed 
n- 
UARCO 
ot INCORPORATED 
it KS 
an y 
he SINGLE SET FORMS Business Forms CONTINUOUS-STRIP FORMS AUTOGRAPHIC REGISTERS 
FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS AND REGISTER FORMS 
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Paging the New Becks 





APPLIED JOB EVALUATION. By H. 
Geddes Stanway. The Ronald Press 
Company, New York. $3.50. 

Reviewed by A. L. Fow.Ler, Day & Zimmer- 
mann, Inc., Philadelphia, Pa. 

Brevity and simplicity are the key char- 
acteristics of this book and, since many 
books dealing with the subject have com- 
pletely ignored this approach and become 
deeply involved in discussions of detail 
regarding one or more phases of job 
evaluation, it is pleasant and refreshing to 
find a treatise brief and written in non- 
technical language. 

Although not a manual of installation 


of having any system established under 
the guidance of a trained specialist. 

Since more job evaluation plans prob- 
ably have failed because of lack of know!- 
edge as to the ‘‘why” and “how” of ad- 
ministration than because of faulty tech- 
nique, the contribution of this volume 
toward an understanding of the adminis- 
trative aspects is important. 

The sections which deal with objec- 
tives, limitations, and differentials be- 
tween wage incentive practices and job 
evaluation are particularly good. Many a 
wage analyst will be thankful for Mr. 
Stanway’s discussion of why length of 
service and merit rating are “outside the 


Also, Mr. Stanway no doubt felt that 
the need for simplicity and brevity was of 
sufficient importance to justify limiting 
his discussion of the major and minor fac- 
tors of evaluation. Some of the definitions 
of these factors seem to suffer from over- 
simplification. 

The definition of job evaluation, which 
appears early in the book, omits any men- 
tion of wages, wage rates, or compensa- 
tion generally. Few will quarrel with this 
definition. Some controversy may be ex- 
pected, however, when we get into the 
transposition from “the relative differ- 
ences between the various jobs’ (points) 
to ‘fair wage rates’ (money). 

There will be differences of opinion 
among wage administrators with respect 
both to the two point “anchor” and the 
single point methods suggested by the 
author for converting points to money. 
One opinion may hold that an oversupply 
or a scarcity within the community of la- 








in the accepted sense, this book appears ce oe - 7 pr 
to be a good medium for acquainting ex- pale” of job evaluation. bor of the type used as an ‘‘anchor’”’ might _ 
ecutives, personnel men and others with However, probably in the expressed in- _ seriously upset the entire wage structure. ie 
the theory and objectives of job evalua- terest of brevity, there may be danger of | Others may object to the implication that Fe 
tion work. The absence of involved de- Mmisinterpretation of some words and _ the wage curve used for converting points et 
tail commends it to those who wish to ob-_ terms that have varying meanings. Typi- to money must be a straight line. This lat- 7 


tain a quick, overall knowledge of the 
subject and who probably will not be con- 
cerned with the technicalities of develop- 
ing and applying job evaluation plans. 
That this is the intent of the author is in- 
dicated by his reference to the desirability 


cal of the broad definitions is that which 
includes ‘‘Variation in Dexterity” under 
the major factor Judgment. Common 
usage of the word “dexterity” as applied 
to industrial operations implies physical 
rather than mental attributes. 





ter group will point out that the more 
complex are the requirements of a given 
job the fewer are the people available in 
the normal labor market who can ade- 
quately fill such jobs, therefore a satisfac- 
tory curve should swing upward in order 


to attract such help. PI 
None of these details of technique keep P 
the book from being helpful to anyone n 
interested in job evaluation. The prin- , 
ciples involved in the selection, applica- it 
INTERNAL CONTROL STANDARDS tion and operation of a job evaluation e 
plan are basically sound. : 
AND RELATED AUDITING PROCEDURES “Applied Job Evaluation’’ should be } 
useful to executives or others who wish to c 
By Walter H. Camp and James A. Cashin be broadly informed as to the purposes ! 
Controller and General Auditor, and objectives of job evaluation, but who : 
Bristol-M C do not have the time or inclination to 
ristol-Myers Co. wade through the details and technicali- 
ties of a textbook. | 


HIS new book, concise in form, presents a prac- 
tical, down-to-earth program for real internal 
control. It highlights the responsibility of executive 


MANUAL ON ACCOUNTING AND 
COST PROCEDURE FOR THE 
PAPER INDUSTRY. Published by 
The Glassine & Greaseproof Manu- 
facturers Association, 122 East 42nd 
Street, New York, N. Y. $50.00. 


Here is presented the completed work 
of a two-year study made by the Account- 
ing Committee of the Glassine and 
Greaseproof Manufacturers Association to 
prepare a general and cost accounting 
manual for this industry. 

The manual as written covers the gen- 
eral accounting as well as the standard 
cost accounting procedure for a large, 
fully departmentalized mill, manufactur- 
ing numerous grades of paper. At the 
same time the accounting and cost con- 
cepts, as outlined, are basic, are funda- 
mentally correct and should be applicable 
te small and large firms alike. 


management for the basic decisions which are the 
foundation of sound control, and provides specific 
standards for their guidance. As a final step, it as- 
sures continuation of sound control through coor- 
dination with the internal audit program. 


Business executives, controllers and professional ac- 
countants will be interested in comparing their own 
standards with those set forth. Colleges will find it 
is an ideal method of teaching internal control 





practices. The material, presented in case method 


Bound in Blue Buckram 
Genuine Gold Stamped 
page size 7% x 10/2 
$5.00 per copy postpaid. 


form, is sufficiently broad in scope to be readily 
adaptable to any type of business. Special memo- 
randa sheets for this purpose have been provided 


SEND YOUR ORDER NOW! within the body of the book. 


BROCK and WALLSTON, Publishers 
13-15 Atlantic St., Stamford, Conn. 
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for CONTROLLERS to KNOW —to USE 


Booka 

















Corporate Resolutions 
ISABEL DRUMMOND, Philadelphia Bar 


UP-TO-DATE refer- 
ence work indis- 
pensable to every fi- 
nancial executive 
concerned with man- 
aging and operating 
corporations. It pre- 
sents more than 
1,000 expertly 
framed and _ thor- 
oughly tested forms 
—stockholders’ and 
directors’ resolution 
precedents, notices, minutes, affidavits, etc. 
—representative of every phase of the sub- 
ject, and meeting practically any require- 
ment of corporate functioning. Includes con- 
cise analysis of federal and state law gov- 
erning use of these forms. Revised edition. 
780 pages. $10.00 





Insurance 
—3rd Edition 
S. B. ACKERMAN, New York Bar 


PRACTICAL GUIDE to insurance coverage, to 
policy contracts, to protection afforded. In- 
cludes not only usual! types of insurance, but 
practically all other lines which corporate 
officers and others must consider when mak- 
ing provision against insurable risks. Cov- 
ers: Life, Fire, Sprinkler, Explosion, Ma- 
chinery, Boilers, Rain, Crops, Livestock, 
Plate Glass, Burglary, Theft, Title,” Credit, 
Marine, Liability, Automobile, Aviation, Ac- 
cident, Health, Compensation—others. 1[/- 
lustrations enhance its value as a working 
manual and reference. $6.00 


Money Market Primer 


JOHN T. MADDEN, MARCUS NADLER, 
SIPA HELLER; Al] New York University 


STUDY of institutions 
and operations of 
New York Money 
Maiket, for inves- 
tors, bondholders 
and those who ad- 
vise them. Helps you 
better understand 
monetary policies, 
gauge more accu- 
rately trend of inter- 
est rates, loans, in- 
vestments, commodity prices and business 
activity in general. Shows fundamental 
forces at work in Money Market, how to 
read and interpret financial figures in daily 
papers. Effects of war and postwar condi- 
tions on money markets and banks discussed 
in detail. 30 valuable tables. 212 pages. 

$3.00 















THE RONALD PRESS COMPANY 


15 East 26th Street, New York 10,N.Y. 








THE ECONOMICS OF 


Instalment Buying 
REAVIS COX, University of Pennsylvania 


A COMPLETE, definitive treatment that will 
be welcomed by financial officers of concerns 
engaged in or interested in instalment mer- 
chandising. Covers every aspect of instal- 
ment buying, complete with latest statistics. 
The author, Director of Research Projects, 
Retail Credit Institute of America, bases his 
book on the results of a multi-thousand dol- 
lar field survey which brought together facts, 
information, trade practices, trends and prac- 
tical data from interested parties in every 
section of the country. Gives particular at- 
tention to instalment operations of retail 
merchants. Nearly 100 tables. Valuable bib- 
liography. 526 pages. $6.00 


Bank Credits 


and Acceptances 


WILBERT WARD, National City Bank; 
HENRY HARFIELD; both New York Bar 


IMMEDIATE HELP for financial officers of firms 
engaged in import-export business. Up-to- 
date explanation of letter-of-credit practices, 
and summary of precedents in international 
and domestic trade—especially valuable in 
this period. Representative collection of typ- 
ical credit instruments. Leads to better un- 
derstanding of commercial credit operations 
and legal relationships of parties. Discusses 
commercial aspects of international trade; 
types of papers involved; duties of seller; 
rights of buyer; bank’s privileges. 15 forms. 
243 pages. 3rd Ed. $4.50 


Business Budgeting 


and Control 
J. BROOKS HECKERT, C.P.A. 


YOUR KEY to planning ahead to meet today’s 
and tomorrow's uncertainties—in this widely 
endorsed book which gives you specific help 
in preparing and operating budgets for all 
departments in all types of business, large 
and small. Budgets are based on tested ex- 
perience. Methods may be readily adapted 
and applied to your own situations. Many 
specimen forms and guides correlated with 
the text to make everything easy to see and 
understand. Special sections on budget anal- 
yses and reports, plus 25 sample budget set- 
ups. 546 pages. $5.00 


Financial 


Handbook 


JULES |. BOGEN, Editor; 
68 Assisting Editors 


Sra 


Edition 


Up To 
Date 





A TREASURY of tested facts, methods, 
suggestions on every aspect of finance 
and financial operations today. Gives 
the ready, detailed information you 
want to handle any question of prac- 
tical financial management—capital 
financing, current finances, banking 
relations, investments, commodity 
trading. Helps you plan and manage 
money matters wisely; deal success- 
fully with situations of all types; 
meet new conditions as they arise. 
Board of 68 contributing and consult- 
ing editors assures you support and 
counsel of seasoned judgment and 
wide collective experience. 1289 


pages. $7.50 











To help your secretary help you- 


The Secretary’s Book 


S. J. WANOUS, P/.D., and 
L. W. ERICKSON, M.S. 


IMPROVED 1948 EDITION of this well-known 
manual, standard for over 10 years. Secre- 
taries rely on it for ready help on daily 
“bread-and-butter’” questions, as well as 
scores of unusual problems. Covers every 
part of the modern secretary's work 4 
typing timesavers, better shorthand, keeping 
files, effective phone technique, handling 
callers, correct grammar, abbreviations, let- 
ter composition, punctuation, making letters 
attractive, correct form and address, legal 
papers, taking minutes, fast transcribing, re- 
ports, mailing-shipping directions, cables, 
stencils, business forms, difficult words, etc. 
Tells how to do it right, better, faster— 
shows by example, illustrates. Crammed 
with information that helps secretaries 
handle a host of problems independently— 
become executive assistants. 143  illustra- 
tions. 597 pages. $4.00 


PRM TIL MILE cnc cocar> ress companys 


15 East 26th Street, New York 10, N. Y. 


or réturn books without further obligation. 


j 
} [ ] Corporate Resolutions, Drummond .$10.00 
{ { ] Insurance, Ackerman ......cccccees 6.00 
q [] Money Market Primer, Madden 
CE OE awa evan Ue haenderouncensotewne 
; [] Instalment Buying, Coz .......... 6.00 
f= [ 1 Bank Credits, Ward-Harfield ...... 4.50 
i { ] Business Budgeting, Heckert ..... 5.00 
{ ] Financial Handbook, Bogen ...... 7.50 
4 { ] Secretary’s Book, Wanous-Erickson 4.00 
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Personal Notes bout Controllers 





ROBERT D. CAMPBELL, formerly Vice 
President and Comptroller of Horder’s 
Inc., of Chicago, and a member of the 
Controller's Institute of America, has pur- 
chased the Airth Stationery business in 
Evanston, Ill., and is now conducting it 
under the name of the Campbell Office 
Supply Company. Mr. Campbell served 
as Chairman of the Finance Committee 
for the 1947 Annual Meeting of the In- 
stitute. 


J. J. SCHOFIELD is now Controller of 
North American Philips Company, Inc., 
in New York. A member of the Con- 
trollers Institute, Mr. Schofield was for- 
merly Factory Comptroller with the com- 
pany at Dobbs Ferry, N. Y. 


BERNARD S. Robey, JR., Associate Con- 
troller of the Consolidated Edison Com- 
pany, Inc., New York, is instructing a 
course in Public Utility Accounting at 
New York University this year. A Vice 
President of the New York City Control 
of the Controllers Institute, Mr. Rodey 
served on the Program and Speakers Hos- 
pitality Committees for the Annual Meet- 
ing of the Institute, which was held last 
month. He is currently directing the ac- 
tivities of six technical committees within 
the New York City Control. 


D. L. TROUANT recently joined the 
RCA Victor Division of Radio Corpora- 
tion of America, in Camden, N. J., as 
Director of Accounting. A member of 
the Controllers Institute, Mr. Trouant 
was formerly with Gulph Mills, Bridge- 
port, Pa. 


S. S. SAGER recently became connected 
with Buckley-Thomas & Sager, Chicago. 
A member of the Controllers Institute, 
Mr. Sager was formerly Controller of Chi- 
cago Hardware Foundry Company, North 
Chicago, III. 


ERLING J. HockstaD accepted the posi- 
tion as Financial Vice President of the 
La Salle Steel Company, Chicago, te- 
cently. Mr. Hockstad was formerly Con- 
troller of Esquire, Inc., with offices in 
Chicago. He is a director of the Chicago 
Control of the Controllers Institute. 


JOHN L. MENaRT, who is a member of 
the Controllers Institute, has been ap- 
pointed Vice President of Zatko Metal 
Products Company, Euclid, Ohio. He was 
formerly Treasurer of Pesco Products 
Company, in Cleveland. 


Dr. FRANK P. SmitTH, Professor of 
Business Administration at the Univer- 
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sity of Rochester was named Editor of 
Accounting Review, publication of the 
American Accounting Association, at the 
Association’s recent convention in Mem- 
phis, Tenn. Dr. Smith is an associate 
member of the Controllers Institute. 


CHRISTIAN E. JARCHOW addressed the 
General Session of the Seventh Annual 
Conference, The Institute of Internal Au- 
ditors, Inc., which was held in Chicago, 
October 17-19, on “‘Controllership and 
The Internal Auditor.” 

Mr. Jarchow, who is Vice President and 
Comptroller of the International Harvester 
Company in Chicago, is Chairman of the 
Board of Directors of the Controllers In- 
stitute and immediate past National Presi- 
dent of the Institute. 


ROBERT W. Boyp recently became 
Comptroller of Weyerhaeuser Timber 
Company, in Tacoma, Wash. A member 
of the Controllers Institute, Mr. Boyd 
was formerly Assistant Treasurer of The 
Wayne Pump Company, Fort Wayne, Ind. 


ERNEST E. ULLREY has been named 
Controller and a member of the Board of 
Directors of Beal Pipe & Tank Corp., 
Portland, Ore. He is a member of the 
Controllers Institute and was president of 
the Portland Control for the 1945-46 
year. 


RALPH S. WEBSTER, a member of the 
Controllers Institute, is now associated 
with the A. D. Juilliard & Company, Inc., 
New York Mills, N. Y. Mr. Webster 
was formerly Assistant Treasurer of Mer- 
rimack Manufacturing Co., Lowell, Mass. 


K. E. SMITH, who was formerly Con- 
troller of Dold Packing Corp., Buffalo, 
recently accepted the position of Comp- 
troller of The Sucher Packing Company, 
in Dayton, Ohio. Mr. Smith is a member 
of the Controllers Institute. 


A. R. BELL, JR., was recently appointed 
Controller of Deep Rock Oil Corpora- 
tion, Tulsa, Okla. A member of the Con- 
trollers Institute, Mr. Bell was formerly 
Controller at Universal Moulded Products 
Corporation in Bristol, Va. Prior to his 
connection with Universal, he was a mem- 
ber of the Controller's staff at the Sun 
Oil Company in Philadelphia. 


GRANT F. GopparbD, formerly Comp- 
troller of Southern Comfort Corporation, 
St. Louis, recently joined Browning Arms 
Company as Manager of its St. Louis 
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branch. Mr. Goddard is a member of the 
Controllers Institute. 


BENJAMIN M. RIvERs, JR., recently be. 
came associated with Remington Rand, 
Inc., Louisville, Ky. The former Treas. 
urer-Controller of Victor Electric Prod- 
ucts, Inc., Cincinnati, Mr. Rivers is a 
member of the Controllers Institute. 


JOHN S. EAcock, formerly Controller 
of Weber Show Case & Fixture Com. 
pany, Los Angeles, Cal., recently became 
affliated with the American Society of 
Tool Engineers, in Detroit. Mr. Eacock is 
a member of the Controllers Institute. 


GILBERT E. Marcus, Controller of The 
S. Frieder and Sons Company, Phila- 
delphia, recently returned from a flight 
to the Philippines where he aided in pre- 
paring plans for the rehabilitation of his 
company’s several interests in that coun- 
try. He is a member of the Controllers 
Institute. 


W. R. FELDTMANN, a member of the 
Controllers Institute, is now associated 
with American Cyanamid Company, New 
York. Mr. Feldtmann was formerly 
Comptroller of the Plaskon Division of 
Libbey-Owens-Ford Glass Company, To- 
ledo. 


J. McCaLit HUGHES, Controller of The 
Mutual Life Insurance Company of New 
York, participated in the 25th Annual 
Conference of Life Management Associa- 
tion, in Chicago, September 22-24, as a 
member of the Cost Committee. Mr. 
Hughes is a member of the Controllers In- 
stitute. 


L. N. BROWN was recently appointed 
Controller for the Times Square Stores 
Corporation, New York. His previous po- 
sition was as Assistant Treasurer and Con- 
troller at the Johnston-Shelton Company, 
Dayton. 


Morrison H. WATKINS, former Di- 
rector of Procedures for Sperry Gyroscope 
Company, New York, was recently ap- 
pointed Controller for Oklahoma Steel 
Castings Company, Fitzsimonds Steel 
Company, and A. D. Cook, Inc., operat- 
ing subsidiaries of American Steel & 
Pump Corp., New York. He is a former 
member of the Controllers Institute. 


J. Int Beatty, Vice President and 
Controller of Pillsbury Mills, Inc., was 
elected recently to membership on the 
company’s board of directors. He fills the 
vacancy created last year by the death of 
A. E. MALLON, former Vice President and 
Treasurer. Mr. Beatty joined Pillsbury as 
an Accountant in 1926. 


Merger of the Resinous Products and 
Chemical Company with the Roéhm & 
Haas Company, Inc., both of Phila- 
delphia, has been approved by the stock- 
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holders of both companies. DUNCAN 
MERRIWETHER, a member of the Con- 
trollers Institute and formerly associated 
with R6hm & Haas, has been elected Exec- 
utive Vice President of the combined 
company. 


W. A. KENpDRICK, formerly General 
Auditor of Inland Steel Company, Chi- 
cago, with which he had been associated 
for 30 years, recently retired from busi- 
ness. Prior to joining Iniand Steel, he was 
connected with The William Tod Com- 
pany, in Youngstown, Ohio, and the 
Brier Hill Steel Company of the same 
city. Mr. Kendrick has been a member of 
the Controllers Institute since 1941. 


RicHARD D. COLBURN recently joined 
Barcus, Kindred & Company, in Chicago. 
A member of the Controllers Institute, 
Mr. Colburn was formerly Vice President 
of Crucible Steel Casting Corp., Mil- 
waukee, Wis. 


SHERMAN R. THAYER has been elected 
Treasurer and a Director of the Parkwood 
Corporation of Wakefield, Mass. 


E. B. Nutt retired as of September 30 
after 42 years’ service with the Standard 
Oil Company of New Jersey. Since 1935 
Mr. Nutt has been Assistant to the Direc- 
tor of the Budget Department of the or- 
ganization. He began his service with a 
Standard Oil subsidiary, the Eastern Ohio 
Gas Company, in 1906, and was trans- 
ferred to the auditing staff of the parent 
company in 1912. Several years later he 
became general auditor of the producing 
oil and pipe line companies of Standard in 
New Jersey, until he was transferred to 
the Budget Department in New York City. 

Mr. Nutt recently completed a two- 
years’ service with the House of Repre- 
sentatives Appropriations Committee in 
Washington, assisting on review of Fed- 
eral Budgets, on a loan from his com- 
pany. He served as President of the New 
York City Control in 1939, as a Director 
of the Control for many years, and as Gen- 
eral Chairman for the Twelfth Annual 
Meeting of the Institute in 1943. 


WILFRED REETZ, Controller of Stewart 
Warner Corporation and a member of the 
Controllers Institute, addressed the first 
fall meeting of the business problems 
school of the Chicago Association of Com- 
merce and Industry. He discussed “Ac- 
counting Reports for Top Management” 
in the opening forum of a series of six 
meetings which will deal with various 
problems of management where account- 
ing is involved. Co-sponsor of the series is 
the Illinois Society of Certified Public Ac- 
countants. 


Jay IGLAuER, who is Executive Vice 
President of The Halle Bros. Company, 
in Cleveland, and Life Director of the 
Controllers’ Congress had an article pub- 
lished in the September issue of The 


Balance Sheet on ‘‘Sale and Lease Financ- 
ing.’ Mr. Iglauer holds membership cer- 
tificate 878 in the Controllers Institute. 


R. H. ENGLEFIELD has been appointed 
Controller of The Crowell-Collier Pub- 
lishing Company, Springfield, Ohio, to 
succeed D. W. Seely, who died Septem- 
ber 16, 1948. Mr. Seely was a member of 
the Controllers Institute. 


Obituary 








John J. Mulcahy 
John J. Mulcahy, 53, died of a cerebral 


hemorrhage in an ambulance en route 
to Memorial Hospital, in Newton, N. J., 
on September 
19. Mr. Mul- 
cahy, an official 
of The Port of 
New York Au- 
thority for 
nearly 20 years, 
retired this sum- 
mer as Special 
Assistant to the 
Executive Direc- 
tor of the Port 
Authority. He 
had served as 
Comptroller and 
Head of the agency’s newly consolidated 
department of audit and control from 
1941 until 1946. 

Mr. Mulcahy was employed by the Del- 
aware & Hudson Railroad in Albany and 
New York before he joined the Port Au- 
thority permanently on June 1, 1928, as 
Assistant to the Chief Executive officer. In 
1930, he was named Assistant General 
Manager. 

A native of Cohoes, N. Y., he had 
conducted a column in The Cohoes Amer- 
ican for several years. 

During World War I Mr. Mulcahy was 
selected to be a member of the hand- 
picked crew of the Cythera, yacht of the 
late William L. Harkness. He served with 
the Cythera on Atlantic Ocean and Medi- 
terranean convoy duty during the war, 
and rose through petty officer ranks to be- 
come a commissioned officer. 

In 1938 Mr. Mulcahy was a central 
figure in a prominent tax decision by the 
United States Supreme Court, in which 
the court ruled that the employees of the 
Port Authority were not immune from 
Federal taxation. The decision was re- 
garded as an important limitation of con- 
stitutional tax immunities. 

Mr. Mulcahy was a member of the 
Controllers Institute from 1941 until 
1946, and was Treasurer of the Circus 
Saints and Sinners Club of America for 
more than 10 years until he resigned the 
post last December. 





JOHN J. MULCAHY 
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He is survived by his widow, Mrs. 
Katheryn Harder Mulcahy; two brothers, 
William J. and Daniel Mulcahy of New 
York; and three sisters, Mrs. William 
Cummings and Mrs. George Duval of 
Cohoes, and Sister Mary Austin of Ball- 
ston Spa, N. Y. 


D. W. Seely 


D. W. Seely, 55, Controller of The 
Crowell-Collier Publishing Company, in 
Springfield, Ohio, died on September 16. 

Mr. Seely began as an accountant at 
Crowell-Collier in 1918. Fourteen years 
later, he was named Assistant Controller, 
which office he held for five years, until 
his appointment as Controller in 1937. 
He was a member of the Controllers In- 
stitute of America. 


Douglas H. Swanson 

Douglas H. Swanson, secretary and con- 
troller of Empire State, Inc., operators of 
the Empire State Building, died of a heart 
ailment October 7 in St. Luke’s Hospital. 
He was 48 years old. 

Mr. Swanson joined the auditing de- 
partment of the corporation in 1931, the 
year the office building was completed. 
Before that he had been a surveyor. He 
was a member of the Controllers Institute 
and had been its auditor for the past year. 
He was a member of the Empire State 
Club, Lions International and was a thirty- 
second degree Mason. 

Surviving are his widow; two daugh- 
ters, Miss Carol and Mrs. Charles J. Spade 
of Bellaire; his father, Alexander S. Swan- 
son, and a brother, Donald Swanson of 
Scarsdale, N. Y. 

Upon learning of Mr. Swanson’s death, 
the National Board of Directors of Con- 
trollers Institute, at its meeting on October 
10, adopted the following resolution: 


IN MEMORIAM 
Douglas H. Swanson 


WHEREAS, it has pleased an all-wise 
Providence to call from his labors to his 
reward Douglas H. Swanson, holder of 
certificate number 3195 of the Controllers 
Institute of America; and 
WHEREAS, Douglas H. Swanson has 
faithfully and loyally fulfilled his duties 
to the Institute; and 
WHEREAS, Douglas H. Swanson’s asso- 
ciates will miss his wise counsel and kind 
disposition ; 
NOW, THEREFORE, BE IT 
RESOLVED, that we express to Douglas 
H. Swanson’s family our sincere sym- 
pathy, and that a copy of these resolutions 
be sent to his bereaved family. 

Christian E. Jarchow 

President 
John H. MacDonald 
Chairman, Board of Directors 


October 10, 1948 
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Positions Wanted 


Readers of the notices printed below are in- 
dividually responsible for determining the value 
of the person available or of the position open. 


Copy DEADLINE 
Tenth of month preceding publication 





Controller—Executive Accountant 

Executive accountant presently em- 
ployed offers: eleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Controller—Executive Accountant 


Executive accountant offers many years 
of industrial experience in executive ca- 
pacity, functioning as part of top man- 
agement group with multiplant operations. 
Practical experience includes organiza- 
tional and account planning; development 
of inventory controls and cost reduction 
programs; developing, analyzing and in- 
terpreting costs and budgets; general 
accounting, taxes, procedures, insur- 
ance and the preparation of financial 
statements, operating reports and surveys. 
Member of Controllers Institute. Age 43, 
married, three dependents. Address: Box 
813, THE CONTROLLER, One East Forty- 
second Street, New York 17, N. Y. 


Controller—Executive Accountant 


A Controllers Institute member de- 
sires position as Controller, other finan- 
cial officer or Chief Cost and General 
Accountant. He has had more than 20 
years of excellent training and experi- 
ence in public accounting and private 
business as top man. College trained 
and accustomed to heavy duties in ex- 
ecutive capacity serving top manage- 
ment. Resourceful and conscientious 
worker. Modern ideas in systems, meth- 
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ods, production plannings and control, 
standard costs, budgets, credits and col- 
lections, taxes, financial management, of- 
fice management, and control and pro- 
cedures. Age 45. Available immediately. 
Salary open. Address: Box 835, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Treasurer—Controller 


Treasurer-Controller desires position 
with heavy responsibility and future. Ex- 
perience includes controllership and treas- 
urership of retail food chain and 20 years 
of industrial accounting, such as the manu- 
facturing of automobiles, aircraft, radio 
tubes and pharmaceuticals. Supervised all 
phases of accounting on both mass pro- 
duction and small business basis with spe- 
cial emphasis on cost system and controls. 
Skilled in supervising large groups of em- 
ployees. Personable, adaptable. Handles 
union relations in present situation. Col- 
lege trained, age 42, married, two chil- 
dren. Prefers to remain in the East. Ad- 
dress: Box 839, THE CONTROLLER, One 
East Forty-second Street, New York 17, 
NEY. 


Controller 

Executive with six years auditing experi- 
ence, three years as a tax specialist, and 
ten years as comptroller, assistant treas- 
urer and assistant secretary of a company 
that grew from scratch to a large corpora- 
tion. Now available because of a merger. 
Experience includes full responsibility for 
accounting, budgets, taxes, insurance, and 
credits. Also experienced in wage and 
salary administration, personnel, industrial 
relations and cafeteria supervision. Edu- 
cation includes bachelor of arts degree 
from a prominent state university school 
of commerce with major in accounting. 
Age 43, married and have two children. 
Salary open to discussion on basis of re- 
sponsibilities and opportunities. Address: 
Box 841, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Controller 


Available January 1, 1949. Has been 

25 years with present corporation doing 
$15 million business annually. Industrial 
insurance executive with full knowledge 
of all phases. Authority on pension 
plans. At present, chairman of his com- 
pany’s retirement income programs. 
Twenty years of successful dealings with 
Boards of Equalization on City, County 
and State tax matters. Supervises com- 
any’s Federal Income Tax procedure. 
Can fulfill any other controllership func- 
tion with dispatch. Age 55. Married. 
Any location. Address: Box 843, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 
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Accountant—Assistant Controller 


Accountant, C.P.A. (N.Y.); age 30, 
college graduate. Desires position as as- 
sistant to controller or accountant. Seven 
years’ experience in public practice, four 
of which have been as senior accountant 
supervising audit engagements, taxes, in- 
stalling systems, including I.B.M. and 
manual cost systems. Negotiated for cli- 
ents with bank and government credit of- 
ficials and prepared detailed analytical 
financial and cost reports. Address: Box 
850, THE CONTROLLER, One East Forty- 
second Street, New York 17, N. Y. 


Treasurer—Controller 


Presently controller of medium size 
metal working company. Experience in- 
cludes supervisor for national public ac- 
counting firm and five years in present 
capacity as fully responsible for all ac- 
counting, taxes, budgets, incentives, in- 
surance and credits. University graduate 
in business administration, under 40, mar- 
ried and two children. Minimum salary 
$10,000. Address: Box 851, THE Con. 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 


To Locate in California 


Controller presently employed wishes to 
locate in California. Has had extensive ex- 
perience working with top management. 
Thorough knowledge of financial manage- 
ment, cost and general accounting, taxes, 
insurance and auditing. Has handled ac- 
counting for multiplant, domestic and 
foreign subsidiary operations. Can work 
successfully and tactfully with associates 
and get things done. Masters degree in 
accounting and finance. Good appearance 
and personality. Member of Controllers 
Institute. Age 41. Available on short no- 
tice. Salary open. Address: Box 852, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Controller or Chief Cost- 
General Accountant 


Treasurer-Controller desires position as 
Controller or Chief Cost and General Ac- 
countant. Experience includes 20 years in 
diversified manufacturing fields with su- 
pervision of all phases of accounting with 
special emphasis on cost and budget pro- 
cedures and systems. Resourceful and con- 
scientious man with proven ability to ab- 
sorb heavy duties as executive serving top 
management. Wharton School, University 
of Pennsylvania graduate, age 41. Loca- 
tion preferred: East Coast or Pennsyl- 
vania-New Jersey vicinity. Address: Box 
853, THE CONTROLLER, One East Forty- 
second Street, New York 17, N. Y. 


Cost Accountant 


Assistant Controller, B.S. degree, two 
years mechanical engineering. Twelve 
years of heavy cost accounting, including 
production, material and inventory con- 
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trol, budgets, salary very modest. South, 
midwest or southeast. Address: Box 854, 
THE CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Corporation Executive 


Twenty years of practical experience in- 
cludes finances, costs, budgets, forecasts, 
systems, audits, procedures, taxes and re- 
ports. Ability to organize efficiently, get 
prompt action and inspire cooperation is 
evidenced by results obtained and respect 
of previous associates. Age 44—C.P.A.— 
Member of Controllers Institute of Amer- 
ica. Address: Box 855, THE CONTROL- 
LER, One East Forty-second Street, New 
York 17, N. Y. 


Controller, Treasurer, 
Executive Accountant 


Position as top financial executive de- 
sired by man with proven al!-around busi- 
ness ability. Unusual ability to coordinate 
sales, production, and accounting view- 
points. Cost and control minded.. Out- 
standing experience record. Personal qual- 
fications include prerequisite education, 
experience, diplomacy, maneuverability, 
and physical stamina necessary to do out- 
standing job. Available immediately due 
to change in management. Will relocate. 
Salary $10,000-15,000. Age 39. Address: 
Box 856, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Assistant Controller, Internal 
Auditor—Executive Accountant 


Member of Controllers Institute and 
Certified Public Accountant (New York) 
offers twelve years of broad accounting ex- 
perience including controller (smaller 
companies), senior public accountant, su- 
pervisory cost and general accountant. 
Fields of experience include: manufac- 
turing, chain stores, real estate, construc- 
tion, and publishing. Familiar with many 
other fields through public accounting and 
financial and cost auditing for the Gov- 
ernment. Has done some system work. 
Possesses excellent knowledge of standard 
costs, budgets, and internal auditing. Will- 
ing to locate anywhere in the U. S. Some 
travel acceptable. Age 38. Married, no 
children. Address: Box 857, THE CON- 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 


Controller—Textiles 


Man with management viewpoint. 
Thoroughly experienced in financial man- 
agement, costs, accounting, taxes and in- 
surance, and reports that tell you what's 
what in all phases of manufacturing and 
distribution. Presently employed, desires 
association with progressive manufacturer 
in textile or allied industry. Finest refer- 
ence. Address: Box 858, THE CONTROL- 
LER, One East Forty-second Street, New 
York 17, N. Y. 
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The applicant is responsible for the Agency fees. 


| A Quality Service 
Conducted on a Professional Level 


| 
|| (NATIONAL IN SCOPE) 
| 


|| Enquiries are invited from Employers in private 
| enterprise who may require the services of high 
| grade personnel. Maximum protection is afforded 
} both the Employer and Applicant by having the 
| Proprietor of this Agency personally handle all 
confidential negotiations. 


HARVEY LITTLEFIELD 


Personnel S pecialist 
“ACCOUNTING, AUDITING AND TAXES” 


108 N. State Street 


CHICAGO 2, ILLINOIS 
ANdover 3-2646. 


























Executive Insurance Manager 


Co-ordination and efficient operation 
will produce lowest insurance costs for pro- 
tection of assets. My experience qualifies 
me as capable of assuming full responsi- 
bility. Presently employed as executive in- 
surance manager of national industrial cor- 
poration. Desirous of change. Age 42, 
married, minimum salary, $10,000. Ad- 
dress: Box 859, THE CONTROLLER, One 
East Forty-second Street, New York 17, 
NEY. 


Assistant to Controller 


Young accountant, B.S. Degree in Ac- 
counting, with diversified accounting-man- 
agerial experience desires position as as- 
sistant to controller in an administrative 
and/or accounting capacity. Food process- 
ing or distributing fields are my particular 
interests. Address: Box 860, THE CON- 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 








BOSTON 6 CHURCH ST. ATLANTA 
crvecuncn, NEWYORK  ocerncrt 





EXECUTIVE OPPORTUNITIES 


Do you have the qualifications to ob- 
tain a better position than you now 
have? If so please give us complete par- 
ticulars regarding yourself. Our serv- 
ice is confidential and extends from 


coast to coast. 


Freasurer .......-.,.--s $20000 plus 
Company Midwest area wants man 
with real financial and manufactur 


ing experience. 


3 | Le ere ree See $ 7,500 


Exec. 
Looking for a man with potential 
earnings of $25,000-30,000 per year. 
Must be top accountant with a de- 
sire for all around managerial exp. 
Age under 35, college graduate. With 


an AAA-1 concern, Midwest. 


WRITE CALL OR SEE 
ALLAN WHITE 


CADILLAC EMPLOYMENT 
AGENCY, INC. 


220 South State St. Wabash 2-4800 


Chicago, Illinois 
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Iustitute Cctivities 





Proposed Renegotiation Regulations Submitted 


by Government Procurement Committee 


After reviewing the Government's draft 
of proposed renegotiation regulations, the 
Committee on Government Procurement 
Problems of the Controllers Institute sub- 
mitted its comments and recommenda- 
tions with a letter sent out by Chairman 
F. G. Hawthorne, who is Comptroller 
and Assistant Secretary of Weston Elec- 
trical Instrument Corporation, Newark, 
N. J., to the Honorable A. S. Barrows, 
Undersecretary of the Air Force, Wash- 
ington, D. C. 

The Committee went on record with 
respect to certain fundamentals concern- 
ing current standards of accounting as 
employed by industry, as follows: 

“Controllers and accountants are con- 
stantly striving for perfection in the pres- 
entation of facts to management, the 
investing public, and to the various govern- 


mental departments, agencies and bureaus 
to whom reports are made. We cannot 
stress too strongly our feeling, therefore, 
that the Government should accept, in its 
administration of the Renegotiation Act 
of 1948, cost determinations which are 
based on the application of these gener- 
ally accepted commercial accounting prin- 
ciples and practices. 

“Our committee feels strongly that if 
there is to be overall renegotiation, all 
other federal statutes serving to limit 
profits, such as the Vinson-Trammell Act, 
should be repealed or otherwise made in- 
operative in all instances where the Re- 
negotiation Act of 1948 applies.” 

The Committee went on to point out 
specific recommendations as to the text 
and context of the proposed regulations. 





1923 - 


Ig48 


‘ Marking a quarler century f consbant 
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sexvtce lo Amertcas leading corporations 
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Printin Y Spi ectalists 


ANNUAL REPORTS 
FINANCIAL STATEMENTS 


S.E.C. REGISTRATION Forms 


PROSPECTUSES, PROXIES 
Proxy STATEMENTS 


Law PRINTING 


22 THAMES STREET, NEW YORK 6, NEW YORK 
71 CLINTON STREET, NEWARK 5, NEW JERSEY 
TELEPHONE: RECTOR 2-3447 


CONTINUOUS DAY 


AND 


NIGHT SERVICE 
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Pension Survey Underway by 
Technical Information Committee 


The accounting treatment for pensions 
is being surveyed among members of the 
Committee on Technical Information and 
Research by a questionnaire sent out by 
Chairman I. D. Dawes, Vice President 
and Treasurer of Virginia-Carolina Chem. 
ical Corporation, Richmond, Va. If the 
member's company does not have a formal 
pension plan, he is asked to reply as to 
how he would treat them if such were the 
case. The outcome of this survey will be 
published in a future issue of THE Con- 
TROLLER. 

The questionnaire contains the follow- 
ing five questions: 

(1) Are past service contributions 
treated as a charge to surplus or a charge 
to current expenses ? 

(2) Under income tax regulations one 
tenth of the total past service liability may 
be charged off each year, thus producing 
a substantial saving in income taxes. Is 
this income tax saving treated as a credit 
to the income tax provision against regu- 
lar current earnings or as a credit to sur- 
plus ? 

(3) How are current service contribu- 
tions treated—(a) as a single item 
charged to some general account, (b) 
charged to the individual departments 
where the members of the pension plan 
are employed, or (c) other treatment? 

(4) If past service contributions are 
charged as a current expense, is this ex- 
pense treated similar to current service 
contributions as per item 3 above or 
otherwise ? 

(5) If a Trustee Plan is in operation, 
how are payments made to the Trustees 
for future service contributions or past 
service contributions ? 


Technical Committee Background 
Given to New York City Control 


The organization, activities and mem- 
bership of the technical committees of the 
New York City Control was recently sent 
out to the membership by President John 
D. Grayson, Treasurer of Hazeltine Cor- 
poration. In this technical bulletin Mr. 
Grayson stated that the Control’s Board 
of Directors is particularly desirous of 
indexing the availability of specialized tal- 
ents among the Control’s large member- 
ship in the various branches of controller- 
ship work, as well as bringing about an 
opportunity for more intimate acquaint- 
anceship among controllers in this area. 

In urging the members to join in this 
work Mr. Grayson wrote, “The organiza- 
tion of these Committees has brought 
much favorable comment from interested 
persons within and without the New 
York City Control. The Board of Direc- 
tors feels that the controllers in this area 
will greatly benefit from an exchange of 
ideas and viewpoints and sincerely te- 
quests your further cooperation.” 
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Less Money Being Spent 
For Consumer Goods 


Americans now are spending a lower 
percentage of income for consumption 
than in previous peace periods, the Na- 
tional Industrial Conference Board said, 
releasing a chart book, “Domestic Con- 
sumer Markets,” which found the public 
is setting aside a slightly higher percent- 
age for savings. 

The major factor in shrinking the pro- 
portion of income left for voluntary ex- 
enditures, it stressed, is higher personal 
taxes, which, after the recent tax cut, equal 
10 cents a dollar of income, or triple the 
tax slice in 1929 and 1939. In dollar 
terms, it pointed out, personal tax pay- 
ments are about $20 billion greater than 
in either of those years. 

Taxes and savings combined, it found, 
now account for about one of every six 
dollars received by individuals, against 
“only one of every 14 dollars of income” 
allocated for such purposes prewar, 

More persons are at work per family, 
with higher wages helping to produce the 
“most dramatic upward shift’’ in the na- 
tion’s income distribution, it went on 
adding that two significant trends are 
clear: 

“First, a greater clustering of income in 
the middle brackets and, second, a con- 
tinuing reduction in the proportion of in- 
come received by top income groups. By 
1946, the proportion of money income re- 
ceived by the highest fifth had declined to 
46.9 per cent, compared with 53.2 per 
cent a decade ago.” 

Turning to retail sales, it said these are 
about 70 billion higher than in 1941, re- 
taining the same ratio to disposable in- 
come that prevailed in the two decades 
before World War II. 

By the end of 1947, it also found, al- 
most $4 was in circulation for every dol- 
lar outstanding in 1939, with the total 
amount being larger than the aggregate of 
currency and demand deposits (checking 
accounts) in 1929. 

Savings increased during the year, not 
only in life insurance, but also in savings 
and loan accounts,: ‘‘E’’ bonds and other 
categories. The over-all gain since 1939 
topped $100 billion, with the net rise in 
1947 being $10 billion, it reported. 


U. S. Growing Urban 


Within little more than a century, says 
a Twentieth Century Fund report, the 
United States has changed from a primi- 
tive agricultural economy to one of the 
most highly industrialized countries. Only 
five per cent of its four million inhabit- 
ants lived in urban communities in 1790. 
By 1890, with a population of 63 million, 
35 per cent lived in urban territory, and 
by 1940 nearly 57 per cent of a popula- 
tion of 132 million was urban. 











Guaranty Trust Company of New York 


140 Broadway 


Fifth Ave. at 4th St. 


LONDON ° 


Madison Ave. at 60th St. 


PARIS ° 


Rockefeller Plaza at 50th St. 


BRUSSELS 








Condensed Statement of Condition, September 30, 1948 


Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
U. S. Government Obligations 
Loans and Bills Purchased . 
Public Securities . . . . .$ 
Stock of Federal Reserve Bank . 
Other Securities and Obligations . 
Credits Granted on Acceptances . 
Accrued Interest and Accounts 

meceiwanies 6 «sll 
Real Estate Bonds and Mortgages 


Bank Premises . «§ «1 « «@ 
Other Real Estate 


Total Resources 


- - +» $ 698,319,091.48 


1,026,486,872.28 

esr et 927,435,810.67 
96,572,647.92 
9,000,000.00 
10,294,085.30 
15,466,830.63 
8,115,144.00 
1,312,309.50 

140,761,017.35 

4,763,395.78 

16,729.41 


. $2,797,782,916.97 





LIABILITIES 


Capitals. «oe. « 6 « of 
Surplus Fumd ....« -« 
Undivided Profits . . . . 
Total Capital Funds 
Rename. os es es 
Treasurer’s Checks Outstanding . 
Total Deposits 
Are ow oe § 
Less: Own Acceptances Held 
for Investment. . 


$e 


Dividend Payable October 1, 1948 
Items in Transit with Foreign 
& 
pe a Si 
Accounts Payable, Reserve for 
Expenses, Taxes, etc. 
I ’ 


Total Liabilities 


Securities carried at $155,074,188.66 in th 


. $2.319,634,017.17 


20,563,342.13 


100,000,000.00 
200,000,000.00 


65,330,450.68 
$ 365,330,450.68 
24,473,478.61 


2,344,107,495.78 


5,011,453.88 
15,551,888.25 


3,000,000.00 
653.963.15 


69,139,119.11 
88,344,970.51 
. $2,797,782,916.97 


e above Statement are pledged to qualify for 


fiduciary powers, to secure public moneys as required by law, and for other purposes. 








J. LUTHER CLEVELAND 


Chairman of the Board 


WILLIAM L. KLEITZ 


*resident 


DIRECTORS 


GEORGE G. ALLEN Director, British- 
American Tobacco Company, Limited, 
and President, Duke Power Company 

WILLIAM B. BELL President, 

American Cyanamid Company 

Fk. W. CHARSKE Chairman, Executive 

Committee, Union Pacific Railroad Company 

J. LUTHER CLEVELAND Chairman of the Board 

W. PALEN CONWAY 

CHARLES P. COOPER President, 

The Presbyterian Hospital in the City of New York 

WINTHROP M. CRANE, Jr. President. 

rane & Co., Inc., Dalton, Mass 

STUART M. CROCKER President, 

The Columbia Gas System, Ine. 

of Davis Polk Wardwell 
Sunderland & Kiendl 

CHARLES E. DUNLAP President. 
Berwind-White Coal Mining Company 

GANO DUNN President, 

The J. G. White Engineering Corporation 

WALTER S. FRANKLIN Executive Vice- 


President, The Pennsylvania Railroad Company 


JOHN W. DAVIS 


2) Member Federal Deposit Insurance 


LEWIS GAWTRY 

JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 
CORNELIUS F. KELLEY Chairman of the Board, 
Anaconda Copper Mining Company 
MORRIS W. KELLOGG Chairman of the 
Board, The M. W. Kellogg Company 
WILLIAM L. KLEITZ 
CHARLES S. MUNSON Chairman, Executive 
Committee, Air Reduction Company, Inc. 

WILLIAM C. POTTER 
GEORGE FE. ROOSEVELT 
EUGENE W. STETSON = Chairman, Executive 
Committee, Illinois Central Railroad Company 
THOMAS J. WATSON President 
International Business Machines Corporation 


CHARLES E. WILSON 


President 


Retired 


of Roosevelt & Son 


President, General 
electric Company 
ROBERT W. WOODRUFF Chairman, 

Executive Committee, The Coca-Cola Company 
Cor poration 
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New Institute Members Elected 


The information listed below is arranged so that it may be clipped by the 
members of the Controllers Institute for addition to the Directory of Mem- 
bers in the current Year Book of The Institute. 





At a meeting of the National Board of 
Directors held October 10, 1948, the fol- 
lowing applicants were elected to active 
membership in The Institute: 

FREDERICK E. BREWSTER 
Burry Biscuit Corporation, Elizabeth, 
N. J. 

Louis A. BURN 
Rubsam & Horrmann Brewing Com- 
pany, Staten Island, N. Y. 

C. L. BURNDAHL 

Balaban & Katz Corporation, Chicago. 
H. STEWARD CONKLIN, JR. 

Hahne & Company, Newark, N. J. 
WILLIAM B. DEVLIN 

Calumet and Hecla Cons. Copper Com- 

pany, Calumet, Mich. 

RoBeErtT L. DicKsON 
Walter Kidde & Company, Inc., Belle- 
ville, N. J. 

JAMES M. ERWIN 
The M. A. Hanna Company, Cleveland, 
Ohio. 

MATTHEW I. FENNELL 
American Flange and Mfg. Co., Inc., 
New York. 

KENNETH W. FRASER 
J. P. Stevens & Company, Inc., New 
York. 


EDWARD W. HERBERT 
Great Lakes Steel Corporation, Ecorse, 
Michigan. 
KENNETH H. JOHNSTON 
Club Aluminum Products Company, 
Chicago. 
F. WM. KAHRL 
The Cooper-Bessemer 
Mount Vernon, Ohio. 
LESLIE G. LUZMOOR 
Erle P. Halliburton, Inc., Vernon, Calif. 
J. OLIN MuRRAY 
Triangle Publications, Inc., 
phia, Pa. 
WILLIAM C, PIEPER 
Hanna Coal & Ore Corporation, Cleve- 
land, Ohio. 
MARC E. PORTER 
Taylor Instrument Companies, Roches- 
ter, N.Y. 
JOHN A. REDFIELD 
Anemostat Corporation of America, 
West Hartford, Conn. 
JOHN P. RICHMOND 
American Car and Foundry Company, 
New York. 
G. GORDON STRONG 
The Toledo Blade Company, Toledo, 
Ohio. 
CHARLES S, WEBSTER 
National Biscuit Company, New York. 


Corporation, 


Philadel- 
































“Gurney, must you bring the office 
home with you every night ?” 
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Heyd Refutes Ewing 
on Health Services 


Health services now available to the 
people of New York State under volun. 
tary measures are superior to those ad- 
vocated by Federal Security Adminis. 
trator Oscar R. Ewing under a compul. 
sory system of health insurance, declared 
Dr. Charles Gordon Heyd, president and 
chairman of the board of directors of 
United Medical Service, at a recent 
meeting of the board. 

Referring to Mr. Ewing’s statement 
in a report to President Truman that 
voluntary insurance plans “cannot do 
the job that has to be done,” Dr. Heyd 
said: “New York State surpasses the 
figures quoted by Ewing for general hos. 
pital beds per thousand of population 
and for the number of physicians and 
dentists per unit of population. In fact, 
it far surpasses the requirements quoted 
in every category of his report. 

“It is obvious that health services in 
the State of New York are superior to 
any that could be obtained if the ob- 
jectives of the Ewing report were at- 
tained. 

“It is a matter of great satisfaction 
that we have achieved this goal without 
government coercion. We have shown 
that it is possible to give the people good 
medical care and a free choice of phy- 
sician through voluntary means.” 

Pointing to the growth of UMS in 
less than four years, Dr. Heyd formally 
enrolled the one millionth person to be- 
come a member of the plan. 


FDIC Pays Off All 


289 Million Debt 


The Federal Deposit Insurance Corp. has 
finished paying off a $289 million debt. 

FDIC Chairman Maple T. Harl, after 
handing a $12,604,306 check to Secretary 
of the Treasury Snyder in final repayment 
of capital furnished by the government to 
the FDIC 14 years ago, told reporters: 

“Everybody should follow the example 
of the FDIC and pay off debt now.” 

The entire $289 million was paid off 
over the last 12 months. Although still a 
government agency, FDIC now is financed 
entirely by the 13,500 banks whose de- 
posits it insures. A total of $160 billion 
deposited by 90 million people is insured. 

Mr. Harl said the history of the FDIC 
proves that free enterprise is not dying. 
He recalled that $3.2 billion advanced 
during the depression to keep the banks 
going has been recovered, and that FDIC 
has built up a billion reserve for use in 
future bank aid if needed. 

“We hold that the American system of 
free enterprise banking, with federal and 
state authority sharing credit and respon- 
sibility, is the right answer to America’s 
banking needs,” he said. 
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Institute Members Named Company Presidents 


Two members of the Controllers Insti- 
tute of America were recently named 
president of their respective companies. 
Major J. Calvin Shumberger, former Vice 
President and Comptroller of the Call- 
Chronicle Newspapers, Inc., Allentown, 
Pa., was elected president of the company 
at a reorgnization meeting of the board 
of directors last month. William P. Marsh, 
Jr, has been made president of U. S. 
Industrial Chemicals, Inc., New York, 
which he formerly served as Vice Presi- 
dent. 

Major Shumberger is the oldest mem- 
ber of the Call-Chronicle’s board of direc- 
tors in point of 
service. He be- 
came associated 
with the Allen- 
town Democrat 
in a corporate 
capacity in 1913 
and remained 
active after the 
merger of the 
Democrat and 
The Morning 
Call and _ the 
subsequent mer- 
ger of The 
Morning Call and The Evening Chronicle. 


Metzger 





MAJOR SHUMBERGER 


At the time he joined the Institute in 
1932, Major Shumberger was Controller 
of Lehigh Portland Coal Company in 
Allentown. He served as National Presi- 
dent of the Institute for the 1934-35 year, 
as a National Director from 1932 until 
1937, and as a National Vice President 
1933-34. He holds the Institute’s member- 
ship certificate 72. 

Mr. Marsh joined the U. S. Industrial 
Alcohol Company, later renamed U. S. In- 
dustrial Chemi- 
cals, Jac. of 
New York, in 
1937 as Comp- 
troller. He was 
elected a Vice 
President of the 
company in 
1943 and a Di- 


Raeburn 


rector in 1947. 
Prior to this 
connection Mr. 


Marsh was with 
Haskins & Sells, 
New York, as 
an accountant. He is a graduate of Yale 
University. 

A member of the Controllers Institute 
since June 1941, Mr. Marsh is also a 
member of the New York Society of 
Certified Public Accountants. 


MR. MARSH 





New York, N. Y. 
Clarksburgh, W. Va. 
St. Louis, Mo. 





ALEXANDER & ALEXANDER 


INCORPORATED 


INSURANCE BROKERS 
AND AVERAGE ADJUSTERS 


INSURANCE COUNSELLORS TO 
AMERICAN INDUSTRY 


Los Angeles, Calif. 
London, England 


Baltimore, Md. 
Tulsa, Okla. 
Chicago, Ill. 
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FHNOUUUONEQNOOOOOUAGACONUOUUUIOOOOOOEUOUGAAAALEEEE 


When you want to sit and read 
and think and sulk . . . and 
the phone clangs and 
clangs.....and you area 
baby sitter for the evening. 
Frustrated Sir! 


that’s Your Worry! 











But your 
OFFICE OVERLOADS 


in CALCULATING 


in TRANSCRIBING 
in TYPING 
in TABULATING 


are Our Worries! 


-...particularly . . . for the com- 
putation of modern inventories using 
today’s costs and figures ..... 

.... particularly for the breaking down 
of those voluminous QUESTION- 
NAIRES, sifting out ALL facts and 
opinions and finding indicated answers 

.... particularly when there are moun- 
tains of sales slips to be melted 

.... Particularly if you want to conduct 
a complete mail campaign... typing let- 
ters (ANY process you prefer), address- 
ing, folding, stuffing, sealing, stamping 
... We'll pick up replies at P. O.; open, 
sort and keep records; count and pack- 
age money; prepare and mail premiums 
.... famously, accurately, speedily... .. 


....if you'd 


<—Agjonunman 


The nation’s foremost office overload service 
WORKMAN SERVICE, INC. 
109 N. Wabash Ave., Chicago 2, Ill. 
Other office locations: 


New York City ¢ Los Angeles 
Minneapolis ¢ Seattle 
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Meetings o 6 f Local Conttel 





Region 1 
BOSTON October 6 
Topic: “Government Restraints on Pric- 
ing Policies.” 
Speaker: Dr. Alfred C. Neal, Vice Presi- 
dent and Director of Research, Federal 
Reserve Bank of Boston. 


HARTFORD October 14 
Topic: “Telling the Stockholders.” 
Speaker: John T. Von der Heide, of 
Georgeson & Co., New York. 


SPRINGFIELD October 19 
Topic: “Today’s Insurable Values from a 
Fire Insurance Standpoint.” 

Speaker: Thomas B. Kerr, Chief Valua- 
tion Engineer of the Factory Insurance 
Association, Hartford, Conn. 


Region 3 
BALTIMORE September 22 
Topic: “Financial News.” 
Speaker: Carroll E. Williams, Business 
Editor of the Sv, Baltimore. 


DISTRICT OF COLUMBIA 

September 28 
Topic: “This Changing World.” 
Speaker: Constantine Brown, Foreign 
Analyst of The Evening Star, Washing- 
ton, 1D: C. 


PHILADELPHIA October 7 


Topic: “Tax Depreciation.” 
Speaker: James J. Mahon, Jr., Head of 
Tax Department in the Philadelphia Of- 


fice of Lybrand, Ross Bros. & Mont- 
gomery. 

Region 4 
BUFFALO October 19 


Program Discussion: “The Economic Out- 
look’’ and ‘‘Methods of Keeping Selling 
Prices in Line With Changes in Cost.” 


PENN-YORK October 6 
Program: Business meeting for members 
only. 

ROCHESTER September 29 
Topic: “Bankruptcies and Assignments.” 
Speaker: Charles J. Briggs, Manager, 
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Rochester Credit Men’s Service Corpora- 
tion, Rochester, N. Y. 


SYRACUSE October 19 
Topic: “Depreciation of Fixed Assets on 
Replacement Value Basis.” 

Speaker: Robert N. Peck, Treasurer and 
Comptroller, Tobin Packing Company, 
Inc., Rochester, N. Y. 


TOLEDO October 5 
Topic: “Break Even Points.” 
Speaker: James B. Fenner, Treasurer, 


Electric Auto-Lite Company, Toledo. 


Region 5 
ATLANTA September 28 
Topic: ‘The Trend in Wage Fringes and 
Social Costs.” 
Speaker: Frank McCallister, Georgia 
Workers Education Service, Atlanta. 


CHATTANOOGA October 5 


Topic: “Economic Trends.”’ 
Speaker: Dr. Robert O. Baker, Univer- 
sity of Chattanooga, Chattanooga, Tenn. 


Region 6 
FORT WAYNE 
Topic: “Profit Sharing.” 
Speaker: H. J. Mammoser, Secretary, As- 
sistant Treasurer and Comptroller, Tok- 
heim Oil Tank and Puinp Company, Fort 
Wayne. 


September 23 


October 5 
and Budget 


MILWAUKEE 

Topic: “Flexible Budgets 
Problems.” 

Speaker: Clarke L. Shabino, of Peat, Mar- 
wick, Mitchell & Co. 


TWIN CITIES October 5 
Topic: “Break Even Point Between Pro- 
duction and Profits.” 

Speaker: Fred V. Gardner, of Fred V. 
Gardner and Associates, Milwaukee. 


Region 7 
CINCINNATI October 19 
Topic: “Making Budgeting Control More 
Effective.” 
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Speaker: J. Brooks Heckert, Professor of 
Accounting, Ohio State University. 


INDIANAPOLIS October 7 


Program: Panel Discussion of Economics 
and Finance. 


Region 8 
DALLAS 
Topic: “Labor Relations.” 
Speaker: John Scott, of Samuels, Brown, 
Herman and Scott, Fort Worth, Texas. 


September 24 


HOUSTON 

Topic: ‘Job Evaluation.” 
Speaker: Carrington Mason, 
Engineer, Converted Rice, Inc., 


September 28 


Industrial 
Houston. 


NEW ORLEANS September 21 
Topics: “Plans for the Year” and “Ob- 
jectives of the Program Committee for 
the Year.” 

Speakers: W. P. Stich, President, New 
Orleans Control; and George Springer, 
Chairman of the Program Committee. 


Region 9 
LOS ANGELES September 16 
Topic: “Making the Federal Budget.” 
Speaker: W. E. McCann. 


SAN FRANCISCO 
Topic: “Industrial Relations 
Labor Legislation.” 

Speaker : Gardiner Johnson, San Francisco, 
lawyer. 


September 16 
and New 


SEATTLE September 30 
Topic: “What Punch Card Accounting 
Means to the Controller.” 

Speaker: Clarence L. Schulze, Branch 
Manager of the Tabulating Machines Di- 
vision, Remington Rand, Inc., Seattle. 


Whole World Goes Deeper 
Into Debt 


The national debt of almost every 
country in the world has skyrocketed since 
1914, according to a recent United Na- 
tions study. 

Only five of 52 countries surveyed by 
the U.N.’s Department of Economic Af- 
fairs have reduced their debt below the 
1914 level. These are Nicaragua, Haiti, 
Guatemala, Venezuela, and Honduras. 

The United States, it was shown, in- 
creased its indebtedness every year for the 
16 years preceding the 1946-47 fiscal 
year, when the national debt was reduced 
by more than $11.5 billion. 
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Military-Leave Policies of 
Firms Surveyed 


Definite military-leave policies have 
been adopted in more than 85 per cent of 
nearly a thousand companies surveyed by 
the National Industrial Conference Board. 
No policy has been determined in many 
of the remaining companies because 
“none” or only a “few” of their em- 
ployees are members of the National 
Guard or a Reserve unit of the Army, 
Navy, Marines, or Air Forces. 

The Board surveyed the military leave 
policies for salaried employees in 466 
companies, and for hourly workers in 455 
other companies. 


Military Leave for Salaried Employees 
—Of the 380 companies that have formu- 
lated definite military leave policies for 
salaried employees, about half permit time 
off for military training in addition to 
regularly scheduled vacations. 


Military Leave for Wage-Earners—Iin 
the 407 companies where military leave 
policies exist for hourly workers, the great 
majority do not grant leaves of absence in 
addition to the vacation allowance. 


Size of Company as a Factor—Most of 
the cooperators that do not grant extra 
time off for military training are small 
companies. 


Trade Association Research 
Analyzed in Booklet 


How trade associations and other 
groups of manufacturers carry on their 
technical and scientific research in in- 
dustry-wide problems is the subject of 
a study published by the Department 
of Commerce. The Department had the 
assistance of 80 cooperating associations 
in gathering and preparing the material 
for publication, according to H. B. 
McCoy, Director of the Office of Do- 
mestic Commerce. Text is the work of 
Gustav E. Larson, of ODC’s Trade As- 
sociation Division. 

The 64-page booklet, “Trade Associ- 
ation Industrial Research,” describes 
how associations finance research; se- 
lect technical committees and decide on 
projects; coordinate and supervise re- 
search programs; and disseminate find- 
ings in their industries. It should be of 
particular value to trade association ex- 
ecutives who wish information on in- 
dustrial research management practices, 
or are looking for suggestions for fur- 
ther research programs in their own in- 
dustries, and in obtaining support for 
them. 

Copies of “Trade Association Indus- 
trial Research” may be obtained through 
the field offices of the Department of 
Commerce, or from the Superintendent 
of Documents, Washington 25, D. C., 
at 25 cents each. 











Here’s the easy Friden way to get the Calculator that 
fits your individual needs and your pocketbook, too. 


g 
& Simply telephone your local Friden office. 


& . ° . 
¢~ A trained representative will call and 


analyze your figure work requirements. 


He will supply you with a fully automatic 
Friden of the proper model and capacity. 


“* You and your employees will be instructed 
on its simple fully automatic operation. 


> He will leave it for you to try on your 


own problems... without any obligation. 


Easy does it the Friden way... Try before you Buy! 


Friden Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 
Agencies throughout the United States and Canada. 


F AD E N CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIF., U.S. A.+ SALES AND SERVICE THROUGHOUT THE WORLD 
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REGIONAL CONFERENCES 


February 4-5—Southern—Dallas—Sponsored by the Dallas Control 
April 1-2—Eastern—Boston—Sponsored by the Boston Control 


LOCAL CONTROL MEETINGS 


Members of The Institute are cordially invited to attend meetings of other Con- 
trols when away from their own Control. The list of local Control Secretaries (on 
this page) is printed for the convenience of the members of The Institute in ar- 


ranging out-of-town attendance. 


All Control meeting dates are listed as scheduled at time of publication. 


November 
Cities 


2—Chattanooga, Toledo, Twin 


November 3—Bridgeport, Penn-York 


November 4—Birmingham, Hartford, Phil- 


adelphia 
5—Quad-Cities 
November 8—Kansas City 


November 9—Buffalo, Cleveland, Milwau- 
kee, Springfield 


November 


November 10—Boston, Cincinnati, Western 
Michigan 

November 11—Dayton, Indianapolis 

November 15—Pittsburgh 

November 16—New Orleans 

November 17—Syracuse 

November 18—Chicago, Fort Wayne, Los 
Angeles, New York City, San Francisco, 
Seattle 

November 19—Portland 

November 22—Newark 


November 23—Atlanta, Columbus, District of 
Columbia, Houston, St. Louis 


November 24 
November 26—Dallas 
November 30—Detroit 


Baltimore, Louisville 


The regular November meeting of Rochester 
Control will be held December 1. 


1—Penn-York, Rochester 
2—Birmingham, Hartford, Phila- 


December 


December 
delphia 


December 
Cities 


7—Chattanooga, Toledo, Twin 


December 
gan 


8—Bridgeport, Western Michi- 


December 9—Dayton, Houston, Indianap- 


olis 
December 10—Quad-Cities 
13—Kansas City, New York City 


December 14—Boston, Buffalo, Cincinnati, 
Cleveland, Milwaukee, Springfield 


December 


December 16—Chicago, Fort Los 


Angeles, San Francisco 


Wayne, 


December 17—Portland 
December 20—Newark, Pittsburgh 


December 21—District of Columbia, New 
Orleans, Syracuse 


December 22—Baltimore, Louisville 


December 28—Atlanta, Columbus, Detroit, 
St. Louis 


December 29—Rochester 
December 30—Seattle 


At the time this issue went to press, Dallas 
had not yet scheduled its meeting. 


Secretaries of Local Controls 


Region I—New England 

Boston: Frederick L. Patton, Cambridge Rubbet 
Co., Cambridge. 

Bridgeport: George L. Todd, The Bullard Co. 

Hartford: Gordon F. Gilmore, Whitney-Han- 
son Industries, Inc. 

Springfield: Joseph A. Chadbourne, Old Colony 
Envelope Co., Westfield. 


Region Il—New York City 
New York City: Stuart W. McLaughlin, West 
Virginia Pulp & Paper Co. 
Newark: George E. Hallett, Tung-Sol Lamp 
Works, Inc. 


Region II|—Middle Atlantic 


Baltimore: Wm. C. Knapp, The Arundel Corp. 
District of Columbia: Robert J. Garner, Engi- 
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neering & Research Corp., Hyattsville, Md. 
Philadelphia: F. A. Greenwood, Interstate Ho- 
siery Mills, Inc., Lansdale. 


Region I1V—Eastern Lakes 

Buffalo: Harold L. Gebike, Electric Refractories 
and Alloys Corp. 

Cleveland: G. C. Houck, Harris-Seybold Co. 

Detroit: Lester M. Elliott, McCord Corp. 

Penn-York: R. J. Hartung, Sylvania Electric 
Products, Inc., Emporium, Pa. 

Pittsburgh: James E. Hirleman, Pittsburgh Coke 
and Chemical Co. 

Rochester: Sigurd Tranmal. 

Syracuse: Herbert S. Howard, Niagara Hudson 
Power Corp. 

Toledo: Herbert E. Bremforder, The A. P. 
Parts Corp. 
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Region V—Southeastern 
Atlanta: Hugh E. Pharr, Nash Kelvinator Sales 
Corp. 

Birmingham: P. B. Beene, Gosler-Birmingham 
Mfg. Co. 
Chattanooga: 

Corp. 


Charles G. Dudley, Cavalier 


Region VI—Mid-West Northern 


Chicago: Leo E. Stevens, American Hospital 
Supply Corp., Evanston. 

Fort Wayne: G. P. Scheele, Bowser, Inc. 

Milwaukee: James S. Gasparado, Ladish Drop 
Forge Co. 

Quad-Cities: Fred G. Hocking, Grain Process. 
ing Corp., Muscatine, Iowa. 

Twin Cities: G. H. Hess, Jr., 40 North Missis. 
sippi Blvd., St. Paul. 

Western Michigan: Harold J. Vos, R. C. Allen 
Business Machines, Inc., Grand Rapids. 


Region VII—Mid-West Central 

Cincinnati: Theodore I. Lundquist, Balcrank, 
Inc. 

Columbus: George L. Williams, Shawanee 
Pottery Co., Zanesville. 

Dayton: Joseph A. McKenny, Jr., The Ameri- 
can Envelope Co., West Carrollton. 

Indianapolis: Harold E. Wells, Grain Dealers 
National Mutual Fire Insurance Co. 

Kansas City: Leroy John, Kansas City Whole- 
sale Grocery Co. 

Louisville: William R. Hays, Courier-Journal 
and Louisville Times Co. 

St. Louis: Philip M. Cozad, McDonnell Air- 
craft Corp. 


Region VIII—Mid-West Southern 
Dallas: A. D. Harder, Southwestern Life In- 
surance Co. 
Houston: John B. Cookenboo, Houston Nat- 
ural Gas Corp. 
New Orleans: Dee Davis, The California Co. 


Region IX—Pacific Coast 

Los Angeles: Willard D. Morgan, The Garrett 
Corp. 

Portland: Felix P. Juraska, Montgomery Ward 
and Co. 

San Francisco: W. T. McGillivray, California 
Packing Corp. 

Seattle: A. G. McLean, Aberdeen Automatic 
Heat Co. 








“And don't think you can slip anything over on 
me, Smith. | used to be a little stinker, myself” 








